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Docket No. 98376 


Seaboard Security Company, Inc., Petitioner , 

vs. 

Commissioner of Internal Revenue, Respondent. 


Appearances: 

For Taxpayer: Norman B. Frost, Esq., Frederic Nf. 
Towers, Esq. 


For Comm ’r: P. A. Bayer, Esq. 

Docket Entries 


1939 
May 

May 

June 

June 

June 

1940 
Jan. 
Jan. 


Jan. 

Apr. 

Mav 

w 

May 

June 


June 

Aug. 


5—Petition received and filed. Taxpayer notified. 
(Fee paid). 

5—Copy of petition served on General Counsel. 

13—Answer filed by General Counsel. 

13—Request for circuit hearing in Washington, D. C.j, 
filed by General Counsel. 

19—Notice issued placing proceeding on Wash. D. C.^ 
Calendar. Answer and request served. 


17—Hearing set Feb. 19, 1940. 

25— Motion for a continuance to April 17, 1940 file4 

by taxpayer. Affidavit in support. 

26— Motion for a continuance to April 17, 1940j 

granted. 

8—Hearing set May 14, 1940. 

14—Hearing had before Mr. Kern. Submitted^ 
Briefs due in 45 days; Replies in 15 days. 

27— Transcript of hearing of 5/14/40 filed. 

22—Motion for extension of 30 days from June 28,1 
1940 to file brief filed by taxpayer, copies! 
rec’d. 6/24/40. 6/24/40 granted. 

28— Brief filed by General Counsel. 

2—Motion for leave to file brief, brief lodged, filed! 
by taxpayer. 8/2/40 granted. 
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Aug. 3—Copy of motion and brief served on General 
Counsel. 

Sept. 24—Memorandum findings of fact and opinion ren¬ 
dered, Kern, Div. 16. Decision will be entered 
for the respondent. 

Sept. 25—Decision entered, Kern, Div. 16. 

Dec. 16—Petition for review by United States Court of 
Appeals for the District of Columbia, with as¬ 
signments of error filed by taxpayer. 

Dec. 30—Agreed designation of record filed. 

2 Endorsed: United States Board of Tax Appeals 
Filed May 5 1939 

United States Board of Tax Appeals 
Docket No. 98376. 

Seaboard Security Company, Incorporated, Petitioner, 

vs. 

Commissioner of Internal Revenue, Respondent. 

Petition 

The above-named petitioner hereby petitions for a rede¬ 
termination of the deficiency set forth by the Commissioner 
of Internal Revenue in his notice of deficiency (IT:R:C:4) 
dated February 17, 1939, and as a basis of its proceeding 
alleges as follows: 

1. The petitioner is a corporation with its principal office 
at 1000 Southern Building, Washington, D. C. 

2. The notice of deficiency (a copy of which is attached 
and marked Exhibit A) was mailed to the petitioner on 
Februarv 17,1939. 

3. The taxes in controversy are income taxes imposed by 
Section 13 and the taxes or penalties imposed under Section 
351 (and by reference therein, under Section 291) of the 
Revenue Act of 1934. The total amount of said taxes is 
$4,081.30. 

4. The determination of taxes set forth in the respond¬ 
ent’s said notice of deficiency is based upon the following 

errors: 

3 (a) Respondent erred in determining that peti¬ 
tioner was a “personal holding company” within the 
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intendment and meaning of Section 351 of the Revenue Aet 
of 1934. 

(b) Respondent erred in determining that petitioner whs 
liable to imposition of the tax or penalty imposed upon cer¬ 
tain classifications of taxpayers under and by virtue of Sec¬ 
tion 351 of the Revenue Act of 1934. 

(c) Respondent erred in determining, under Section 351 
(b)(1) that more than 80% of petitioner’s gross income f<j)r 
the calendar year 1934 resulted from “interest” within tljie 
meaning of said Section. 

(d) Respondent erred in determining that petitioner w$.s 
required to file a report upon Form 1120H under Section 
351 of the Revenue Act of 1934. 

(e) Respondent erred in determining that petitioner has 
failed to file a return for the year 1934, upon Form 1120|1, 
as directed by Section 351 of the Statute. 

(f) Respondent erred in recalculating the normal income 
tax of petitioner so as to result in a deficiencv for the year 
1934 of $14.78. 

(g) Respondent erred in determining a deficiency against 
petitioner for the calendar vear 1934 in the amount <>f 

$4,018.30. 

4 5. The facts upon which petitioner relies as the 

basis of this proceeding are, in brief, as follows: 

(a) Petitioner is a corporation, organized under the lavjrs 
of the State of Georgia in April 1925, and during the year 
1934 was actively engaged in the business of making small 
industrial loans under the so-called uniform small loan hni r s 
in force in the State of Georgia, wherein it operated. 

(b) Petitioner did not come within the class of corpora¬ 
tions specified in Section 351 of the Revenue Act of 19$4 
in that eight per centum of its gross income for 1934 was 
not derived from “royalties, dividends, interest, annuities 
and gains from the sale of stock or securities”. 

(c) During the calendar year 1934 the capital of peti¬ 
tioner was used in making such small loans to its clients, 
and on January 1, 1934 the outstanding gross loan balance 
amounted to $100,192.99. On December 31, 1934 the out¬ 
standing gross loan balance was $114,197.55; and the totfil 
amount received by petitioner on outstanding loan balances 
during the year 1934, by way of interest and service chargeis, 
was $41,463.18. The average individual loan balance duriijg 
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the calendar year 1934 was approximately $84.00, and dur¬ 
ing that year petitioner had on its books an average of 1298 
accounts. To “service” each individual account carried on 
its books, that is, to keep adequate bookkeeping records, 
make investigations of the character and reputation 

5 of borrowers, effect collections, etc., cost petitioner 
approximately $21.02 per account per annum. Re¬ 
spondent has erroneously and arbitrarily classified all 
charges covering such servicing of loans as “interest”. 

(d) Petitioner, during the calendar year of 1934 did not 
have available for distribution to its stockholders gains or 
profits in cash for which it did not have a reasonable need 
in its business in excess of cash dividends actually paid. 

(e) Section 351 of the Revenue Act of 1934 is unconstitu¬ 
tional and invalid in that it is in violation of Article 1, Sec¬ 
tion 5 of the Fifth Amendment, the Sixteenth Amendment, 
and other provisions of the Constitution of the United 
States. 

(f) Petitioner filed its regular corporation income tax 
return, covering the calendar year 1934, on or before March 
15, 1935. This return was fully audited by Internal Reve¬ 
nue Agents in 1936, and no question was raised by them at 
that time that petitioner was required under Section 351 to 
file a report on Form 1120H. In April, 1938, while peti¬ 
tioner’s income tax return for the calendar year 1934 was 
under review by respondent for the second time, the exam- 
ing Internal Revenue Agent suggested that petitioner 
should file a return on Form 1120H, and as a result of that 
suggestion and request such a return was filed on, to-wit. 

April 15,1938. 

6 WHEREFORE, petitioner prays that this Board 
may hear the proceeding and determine that: 

1. Petitioner is not liable for the taxes or penalties im¬ 
posed under claimed authority of Section 351 of the Reve¬ 
nue Act of 1934. 

2. Petitioner is not liable for the penalty sought to be im¬ 
posed under Section 291 of the Revenue Act of 1934 for fail¬ 
ure to file a return on Form 1120H. 

3. Petitioner is not liable for the additional income tax 
of $14.78 sought to be imposed for the calendar year 1934. 

4. And petitioner prays that this Honorable Board may 
grant such other and further relief to petitioner as it may 


r 

j 


SEABOARD SECURITY CO., INC., VS. GUY T. HELVERING. \ 5 

be entitled at law or in equity, and which the exigencies of 
its cause may require. 

NORMAN B FROST, 

801 Hibbs Building, 
Washington, D. C. 

F N TOWERS 
801 Hibbs Building, 
Washington, D. C. 

State of Arizona 

County of Pima, ss: 

Scott B. Appleby, being first duly sworn, says that hq is 
the president of the petitioner above named and as suclj is 
duly authorized to verify the foregoing petition; tjiat 

7 he has read the foregoing petition and is familiar 
with the statements contained therein, and that J;he 

facts stated are true, except as to those facts stated to be 
upon information and belief, and those facts he believes! to 
be true. 

I 

SCOTT B APPLEBY 

Subscribed and sworn to before me this 1st dav of Mhv, 
1939. 

(Notarv Seal) 

HOMER L SHANTY Jr. 

Notary Public . (Corporate Seal) 

My Com Expires Feb. 5.1942 

(Seal) I 

8 Exhibit A 

Treasury Department 
Washington 

February 17, 1939 

Seaboard Security Company, Incorporated, 

1000 Southern Building, 

Washington, D. C. 

Sirs: 

You are advised that the determination of vour incobie 
tax liability for the taxable year ended December 31, 1^34 
discloses a deficiency of $14.78, and that the determination 
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of your surtax liability for the year mentioned above dis¬ 
closes a deficiency of $3,202.82 in tax and $800.70 in penalty, 
as shown in the statement attached. 

In accordance with the provisions of existing internal 
revenue laws, notice is hereby given of the deficienees men¬ 
tioned. 

Within ninety days (not counting Sunday or a legal holi¬ 
day in the District of Columbia as the ninetieth day) from 
the date of the mailing of this letter, you may file a petition 
with the United States Board of Tax Appeals for a rede¬ 
termination of the deficiencies. 

Should you not desire to file a petition, you are requested 
to execute the enclosed form and forward it to the Commis¬ 
sioner of Internal Revenue, Washington, D. C., for the at¬ 
tention of IT :C1 :P-7. The signing and filing of this form 
will expedite the closing of your return by permitting an 
early assessment of the deficiencies, and will prevent the ac¬ 
cumulation of interest, since the interest period terminates 
thirty days after filing the form, or on the date assessment 
is made, whichever is earlier. 

Respectfully, 

Guy T. Helvering, 
Commissioner , 

By John R. Kirk 

Deputy Commissioner. 

Enclosures: 

Statement 
Form 870 

9 Statement 

IT :R :C :4 
EEH-90D 

Seaboard Security Company, Incorporated, 
1000 Southern Building, 

Washington, D. C. 

TAX LIABILITY’ FOR TAXABLE YEAR ENDED DECEMBER 31, 1934 



Liability 

Assessed 

Deficiency. 

Penalty 

Income Tax 

Surtax (section 351) 

$2,894.85 

3.202.S2 

$2,880.07 

None 

$ 14.78 

3.202.S2 

None 

$800.70 

Totals 

$6,097.67 

$2,880.07 

$3,217.60 

$S00.70 
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j 

j 

In making this determination of your tax liability, carefhl 
consideration has been given to the internal revenue agentj’s 
reports dated October 14, 1936 and August 30, 1937; jfco 
memorandum of Frost, Myers and Towers, dated April 3>5, 
1938; and to your protest dated November 18,1938. 

Section 351(b)(1) of the Revenue Act of 1934 provides in 
part as follows: 

“The term ‘personal holding company’ means any cor¬ 
poration (other than a corporation exempt from taxation 
under Section 101, and other than a bank or trust company 
incorporated under the laws of the United States or of aiiy 
State or Territory, a substantial part of whose business |is 
the receipt of deposits, and other than a life-insurance com¬ 
pany or surety company) if—(A) at least 80 per centum of 
its gross income for the taxable year is derived from royal¬ 
ties, dividends, interest, annuities, and (except in the cajse 
of regular dealers in stock or securities) gains from the shle 
of stock or securities, and (B) at any time during the laist 
half of the taxable year more than 50 per centum in value of 
its outstanding stock is owned, directly or indirectly, by Or 
for not more than five individuals. * * *” 

10 Article 351-2(3) of Regulations S6 promulgatjed 
under the Revenue Act of 1934 provides that the term 
“interest” as used in section 351(b)(1) above-quoted 
“means any amounts received for the use of borrowed 
money which are includible in gross income under Title I”. 
It is the opinion of this office that the gross amount of the 
“charges” received has the status of interest for the usejof 
borrowed money. Since the total amount of interest Re¬ 
ceived by you during the taxable year 1934 was more than 
80 percent of the gross income for the year, and during tlhe 
last half of the year more than 50 percent in value of ydur 
outstanding capital stock was owned, directly or indirectly, 
bv or for not more than five individuals, vou must be held 
to come within the definition of a personal holding company 
provided in section 351(b)(1) of the Revenue Act of 19&4. 

It is conceded that you are not taxable under section 102 
of the Revenue Act of 1934. 

Section 291 of the Revenue Act of 1934 provides that in 
case of any failure to make and file a return within the tiine 
prescribed by law or prescribed by the Commissioner in phr- 
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suance of law, 25 per centum of the tax shall be added to the 
tax. 

The contention in protest dated November 18, 1938 that 
it was not the intention of Congress to subject small loan 
companies to taxation as personal holding companies can¬ 
not be conceded for the year 1934, although it is true that 
such companies are exempt under the provisions of the 
Revenue Act of 1938, which Act controls years begun after 
December 31, 1937. 

The penalty for failure to file form 1120H is mandatory 
since no return was filed. An unsigned return not sworn 
to does not constitute a “return” within the meaning of the 
income tax laws. 

In view of the action of the United States Board of Tax 
Appeals, Volume 39, #74, as to the Scott B. Appleby Fund, 
interest of $4,671.00 has been eliminated from taxable in¬ 
come. 

Adjustment has been made as to taxes of $1,301.63 and 
depreciation of $429.89, representing expenses of a farm 
transferred to you by Scott B. Appleby, Jr. by an unre¬ 
corded deed. This concession is made to agree with a sim¬ 
ilar concession made in the case of Seaboard Small Loan 
Corporation, as set forth in settlement memorandum 
11 dated May 23, 1938, in the case of Scott B. Appleby, 
Jr., in the settlement of his case for the taxable year 
ended December 31,1932. 

Inasmuch as you have requested a statutory notice of de¬ 
ficiency, this notice is issued as required by the revenue acts. 

Adjustments to Net Income 

Net income disclosed by return $20,945.97 

Unallowable deductions and 

additional income: 

(a) Donations $ 7.50 

(b) Tax on dividends 100.00 107.50 


Net income adjusted $21,053.47 

Explanation of Adjustments 

(a) Donations of $7.50 to the Red Cross have been dis¬ 
allowed in accordance with the provisions of Article 23(o)-2 
of Regulations 86. 
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(b) Article 23(c)-l of Regulations S6 reads in part as ifol- 
lows: 

‘‘In general taxes are deductible only by the person upon 
whom they are imposed.” 

Section 213(a) of the National Industrial Recovery Act, 
Cumulative Bulletin XII-2, 382 (1933) imposes the dividend 
tax on the receipt of dividends. Consequently the tax is hot 
deductible by the payor corporation, but by the stockholder 
who receives the dividend less the tax, which is withheld by 
the corporation and paid for the stockholder. 


Computation of Tax 

$21,053.47 
$ 2,894.85 

$ 2,894.85 
2,880.07 


$ 14.78 

Surtax (Section 351) 

Net income (Title I of the Revenue 
Act of 1934) $21,053.47 

Less: 

Federal income tax paid $2,700.90 
Donations 7.50 2,708.40 


Income Tax 

Net income 
Tax at 13%% 

12 Brought forward 

Income tax assessed, original, 
account #401226 

Deficiency in income tax 


Adjusted net income 
Adjusted net income 
Less: 

20% of $18,345.07 equals 
Dividends paid 


$18,345.07 

$18,345.07 


$3,669.01 

4,000.00 7,669.01 


i 

i 

i 

i 


Undistributed adjusted net income 
Tax at 30% 

Penalty—25% of $3,202.82 


Correct surtax liability 
Surtax assessed 
(no return filed) 


$10,676.06 
$ 3,202.82 
$ 800.70 

Penalty 
$3,202.82 $800;.70 

None None 


Deficiency in surtax $3,202.82 

To be assessed—penalty $800^70 
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13 Endorsed: Received Jun 13 1939 U. S. Board of 
Tax Appeals 

Endorsed: United States Board of Tax Appeals Filed 
Jun 13 1939 

United States Board of Tax Appeals 
Docket No. 98376. 

Seaboard Security Company, Incorporated, Petitioner , 

vs. 

Commissioner of Internal Revenue, Respondent. 

Answer 

Comes now the Commissioner of Internal Revenue by bis 
attorney, J. P. Wenchel, Chief Counsel, Bureau of Internal 
Revenue, and for answer to the petition filed herein admits 
and denies as follows: 

1-2-3. Admits the allegations contained in paragraphs 1, 
2, and 3 of the petition. 

4. It is denied that the Commissioner erred as alleged in 
subparagraphs (a) to (g), inclusive, of paragraph 4 of the 
petition. 

5. (a) It is admitted that the petitioner is a corporation 
organized under the laws of the State of Georgia in April, 
1925. All the other allegations contained in subparagraph 

(a) of paragraph 5 of the petition are denied. 

5. (b)-(f) The allegations contained in subparagraphs 

(b) to (f), inclusive, of paragraph 5 of the petition are 
denied. 

6. Denies generally and specifically each and every alle¬ 
gation contained in the petition not hereinbefore specifically 
admitted, qualified, or denied. 

14 WHEREFORE, it is prayed that the appeal be 
denied. 

Signed J. P. WENCHEL 

CAG 

Chief Counsel , 

Bureau of Internal Revenue. 

Of Counsel: 

CHESTER A. GWINN, 

Division Counsel , 

PHILIP A. BAYER, 

Special Attorney , 

Bureau of Internal Revenue. 

PAB/CFB 6/9/39 
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15 United States Board of Tax Appeals 

Docket No. 98376 

i 

Seaboard Security Company, Inc., Petitioner, 

vs. 

Commissioner of Internal Revenue, Respondent. 

Norman B. Frost, Esq., for the petitioner. 

Philip A. Bayer, Esq., for the respondent. ! 

Memorandum Findings of Fact and Opinion. 

This proceeding involves deficiencies in petitioner’s in¬ 
come tax and surtax liability for the year 1934, determined 
by respondent in the respective amounts of $14.78 and $3,- 
202.82, together with a penalty amounting to 25 percent'of 
the latter amount, or $800.70, imposed by respondent be¬ 
cause of petitioner’s failure to file a return for that year [as 
a personal holding company on Form 1120H. Petitioner 
contends that it is not liable for the payment of surtax |or 
penalty because it was not a personal holding company 
within the meaning of section 351 (b)(1) of the Revenjue 
Act of 1934. 

Findings of Fact. 

The petitioner is a corporation organized under the laws 
of the State of Georgia in April 1926. Its principal office is 
located in Washington, D. C. During the taxable year hqre 
involved more than 50 per centum in value of its outstand¬ 
ing stock was owned by or for not more than five individuals. 

In 1934 the petitioner maintained one office in Atlanta, 
Georgia, and operated only in the State of Georgia. At the 
beginning of 1934 it had 1,250 loans outstanding, and at the 
end of 1934 it had 1,285 loans outstanding. The average 
amount of each loan was a little over $82. 

The personnel of the Atlanta office consisted of a man¬ 
ager, a cashier, a bookkeeper, and two outside men who 
made investigations and handled some collections. The 
character and conduct of such office and the business trans¬ 
acted thereby was similar to the offices and business de¬ 
scribed in our Findings of Fact in Docket No. 98375. 

The promissory notes given to the petitioner by its cus¬ 
tomers provided for the payment of interest at the rate pf 
31 / 2 % per month. 
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The pertinent Georgia Statute is as follows: 

Section 13. Every person, co-partnership or corporation 
licensed hereunder may loan any sum of money not exceed- 
ing in amount three hundred dollars ($300.00) and may 
charge, contract for and receive thereon interest at a rate 
not to exceed three and one-half (3V->) per centum per 
month. Interest shall not be payable in advance or com¬ 
pounded and shall be computed on unpaid balances. In 
addition to the interest herein provided for, no further or 
other charge, or amount whatsoever for any examination, 
service, brokerage, commission or other thing or otherwise 
shall be directly or indirectly charged, contracted for or 
received, except the lawful fees, if any, actually and neces¬ 
sarily paid out by the licensee to any public officer for filing 
or recording in any public office any instrument securing 

the loan which fees mav be collected when the loan is 

* 

16 made or at any time thereafter. If interest or 
charges in excess of those permitted by this Act shall 
be charged, contracted for or received the contract of loan 
shall be void and the licensee shall have no right to collect or 
receive any principal, interest or charges whatsoever. No 
person shall owe any licensee as such at any time more than 
three hundred dollars ($300.00) for principal. 

Section 14. Every licensee shall: deliver to the borrower 
at the time the loan is made a statement in the English lan¬ 
guage showing in clear and distinct terms the amount and 
date of the loan and of its maturity, the nature of the secur¬ 
ity, if any, for the loan, the name and address of the bor¬ 
rower and of the licensee, and the rate of interest charged. 
Upon such statement there shall be printed in English a 
copy of Section Thirteen (13) of this Act. Give to the bor¬ 
rower a plain and complete receipt for all payments made 
on account of any such loan at the time such payments are 
made. Upon repayment of the loan in full mark indelibly 
every paper signed by the borrower with the word “paid” 
or “cancelled” and release any mortgage, restore any 
pledge, cancel and return any note and cancel and return 
any assignment given by the borrower as security. 

A copy of the loan contract used by petitioner in its opera¬ 
tion is as follows: 
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. Atlanta, Ga.193. - 

FOR VALUE RECEIVED.the undersigned* or 

either of us, jointlv and scverallv, promise to pay SEA¬ 
BOARD SECURITY COMPANY, Incorporated 308-940- 
11-12 William-Oliver Building, Atlanta, Georgia, or order, 

the sum of. DOLLAjRS 

Said sum to be paid as follows:. j... 

in.equal monthly installments of $.payajble 

on the .... dav of each month after date hereof, with jin- 
terest at the rate of... .per centum per month on unpaid bal¬ 
ance of principal until fully paid, payable monthly when the 
installments of principal is due, and should default be made 
in the payment of any of the said installments, or of |in¬ 
terest when due, then the whole of said principal sum, oij as 
much thereof as may remain unpaid, shall become due find 
payable at once, with interest at the rate provided for abqve. 
And failure of the holder hereof to proceed to collect unjler 
this provision shall not be deemed a waiver of this claijse, 
but the holder hereof is expressly permitted to extend |the 
time of payment to the principal or any other party hereto 
without releasing any of us. Each of us, whether principal, 
security, guarantor, endorser, or other parties hereto, 
hereby severally waive and renounce each for himself alnd 
family, any and all homestead or exemption rights either] of 
us or the family of either of us, may have under or by vir¬ 
tue of the constitution or laws of Georgia, or any otjier 
State or the United States, as against this debt or any re¬ 
newal thereof and each further waive demand, protest find 
notice of demand, protest and non-payment. Given under 
the hand and seal of each party. 


17 


Bv 


Witness to 


\ 


L. 

L. 

L. 


S. 

S. 

s. 


For the year 1934 the petitioner filed a Federal income 
tax return on Form 1120, in which it reported income fjnd 
expenses as follows: 


I 

| 

i 
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Income. 


Interest on loans, notes, mortgages, bonds, bank 


deposits, etc., 


$44,163.18 

Rents, 


365.89 

Other income—bad debts recovered, 


3,801.85 

Total income, 


$48,230.92 

Deductions. 

Compensation of officers, 

$5,817.74 


Rent on business property, 

2,430.00 


Interest, 

26.12 


Taxes 

4,382.15 


Bad debts 

2,583.19 


Depreciation 

808.35 


Salaries and wages 

4,503.51 


Other expenses 

6,733.89 

27,284.95 

Net income 


$20,945.97 


The only adjustments made to the net income in the de¬ 
ficiency letter were to disallow donations, $7.50, and tax on 
dividends, $100.00 resulting in an adjusted net income of 
$21,053.47. 

The interest reported $44,163.18 is carried on petitioner’s 
books in an account headed “Interest Account”, and in¬ 
cluded interest on small loans in the amount of $41,463.18, 
and other interest in the sum of $2,700. 

More than 80 per centum of petitioner’s gross income for 
the year 1934 was derived from interest. 

The petitioner did not file a return on Form 1120-H for 
the year 1934. In 193S petitioner had its auditor prepare 
and submit to respondent such a return but it was neither 
signed nor verified. 

Opinion. 

Kern: The questions raised in this proceeding were re¬ 
cently considered by the Circuit Court of Appeals for the 
First Circuit in the case of Noteman et al., Trustees, v. 
Welch, 108 Fed. (2d) 206 (Dec. 22, 1939), affirming 24 Fed. 
Supp. 437, and decided contrary to the contentions of peti¬ 
tioner. 
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On the authority of that case and because of the reasons 
therein given, 

Decision will be entered for the respondent. 

Entered: September 24, 1940. 

18 United States Board of Tax Appeals 

Washington 

Docket No. 98376 

Seaboard Security Co., Inc., Petitioner, 

j 

v. 

Commissioner of Internal Revenue, Respondent. 

Decision 

I 

Pursuant to the determination of the Board, as set forth 
in its Memorandum Findings of Fact and Opinion entered 
September 24,1940, it is 

Ordered and Decided: That there are deficiencies! in 
income tax, surtax and 25 per cent penalty for the ytear 
1934 in the respective amounts of $14.78, $3,202.82 and 
$800.70. 

Enter: 

(s) JOHN W. KERN 
Member. 

Entered September 25, 1940. 

19 Endorsed: United States Board of Tax Appeals 
Filed Dec 16 1940 

United States Court of Appeals 
For the District of Columbia 

No. - 

(Board of Tax Appeals Docket No. 98,376) 

Seaboard Security Company, Incorporated, 
Petitioner on Review 
v. 

Commissioner of Internal Revenue, Respondent on Review 

Petition for Review and Assignment of Error 

To the Honorable, the Judges of the United States Court \of 
Appeals for the District of Columbia: 

Seaboard Security Company, a corporation, pursuant jto 
the provisions of Section 1001 of the Revenue Act of 1926, 
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as amended by Section 603 of the Revenue Act of 1928 and 
Section 1001 of the Revenue Act of 1932, files this its Peti¬ 
tion for Review of the decision of the United States Board 
of Tax Appeals rendered in the case of Seaboard Security 
Company, Incorporated, Docket Xo. 98,376 on the 25th day 
of September 1940, approving deficiencies in income tax, 
surtax and 25 per cent penalty for the year 1934 in the 
aggregate amount of $4018.30, and respectfully shows unto 
this Honorable Court as follows: 

I. 

P rio r Proceed ings 

The Commissioner of Internal Revenue determined de¬ 
ficiencies in income tax and surtax due from the petitioner 
for the calendar year 1934 in the amounts of $14.78 
20 and $3,202.82, respectively, and a penalty of 25% 
thereof in the amount of $800.70 in connection with 
the return filed by the taxpayer for the year 1934, and under 
date of February 17, 1939, forwarded to the petitioner a 
statutory notice of deficiency in accordance with the provi¬ 
sions of the Revenue Act of 1932, as amended by Section 
501 of the Revenue Act of 1934. Under date of March 5, 

1939, petitioner filed its petition with the United States 
Board of Tax Appeals, in which it contested, upon grounds 
therein stated, the aforesaid deficiencies determined by the 
Commissioner. After hearing and the submission of briefs 
the United States Board of Tax Appeals on September 24, 

1940, promulgated its memorandum findings of fact and 
opinion, affirming the deficiencies levied by Respondent as 
aforesaid; and on September 25, 1940, entered its final 
Order upon such memorandum. 

II. 

Statement of the Nature of the Controversy 

The taxes in controversy are income taxes imposed by 
Section 13 and the taxes or penalties imposed under Section 
351 (and by reference therein, under Section 291) of the 
Revenue Act of 1934 against certain Personal Holding Cor¬ 
porations for failure to distribute their earnings. The total 
amount of said taxes and penalties is $4,081.30. 

Seaboard Security Company, Incorporated, is a corpora¬ 
tion organized under the laws of the State of Georgia in 
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April 1925, and during the year 1934 was actively engaged 
in the business of making small industrial loans under the 
so-called uniform small loan laws in force in the State! of 
Georgia, wherein it operated. 

Petitioner’s position was and is that because of the nature 
of its business it did not come within the class of corpora¬ 
tions specified in Section 351 of the Revenue Act of 1934; 
that in any event it was not subject to Section 351 because 
eighty per cent of its gross income for 1934 was not derived 
from “royalties, dividends, interest, annuities, and * f # 
gains from the sale of stock or securities”; and that 
21 as attempted to be applied in its case, Section 351 of 
the 1934 Revenue Act is unconstitutional and void: 
all of which more fully appears from the Record herein. 


III. 

Request for Review and Designation of Court of Review 

The petitioner being aggrieved by the findings of falct, 
opinion, decision and order of the Board of Tax Appeals 
desires a review thereof in accordance with the provisions 
of the Revenue Act of 1926, as amended by Section 519(|a) 
of the Revenue Act of 1934, and petitions and requests shell 
a review by the United States Court of Appeals for the 
District of Columbia. 


Assignments of Error 

The petitioner as a basis for review makes the following 
assignments of error: 

1. The Board erred in failing to find that Petitioner was 
not subject to the provisions of Sec. 351 (b) (1) of the 
Revenue Act of 1934. 

2. The Board erred in determining that Petitioner vi T as 
liable to imposition of the tax or penalty imposed upon 
certain classifications of taxpayers by Section 351 of ihc 
Revenue Act of 1934. 

3. The Board erred in finding that more than S0% | of 
petitioner’s gross income for the year 1934 was derived 
from dividends and interest. 

4. The Board erred in refusing or neglecting to hold tlfiat 
Section 351 (b) (1) of the Revenue Act of 1934 as applied 
by Respondent to the business and assets of Petitioner for 
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the year 1934, is unconstitutional and invalid because vio¬ 
lative of Article 1, Section 5 of the Fifth Amendment, 
22 the Sixteenth Amendment and other provisions of 
the Constitution of the United States. 

5. The Board erred in determining that Petitioner was 
required to file a report upon Form 1120H under Section 
351 of the Revenue Act of 1934. 

6. The Board erred in determining that Petitioner failed 
to file a return for the year 1934 in compliance with Section 
351 of the Revenue Act of 1934. 

7. The Board erred in entering decision for the Respon¬ 
dent, Commissioner of Internal Revenue, upon the facts 
found by it in this proceeding. 

Wherefore, your petitioner prays that this Honorable 
Court may review the said findings, decision, opinion, and 
order of the United States Board of Tax Appeals and 
reverse and set aside the same, and that the Clerk of the 
United States Board of Tax Appeals be directed to transmit 
and deliver to the Clerk of this Court certified copies of all 
and every document necessary and material to the presen¬ 
tation and consideration of the foregoing petition for review 
as required by the rules of the said Court and statutes made 
and provided. 

NORMAN B FROST 
Attorney for Petitioner 

District of Columbia, ss: 

Norman B. Frost, being duly sworn, says that he is the 
attorney of record for Petitioner, Seaboard Security Co., 
Inc.; that he has read the foregoing petition and is familiar 
with the statements contained therein; and that the facts 
therein stated are true except those stated to be upon infor¬ 
mation and belief, and those he believes to be true. 

NORMAN B FROST 

Subscribed and sworn to before me this 14th day of De¬ 
cember, 1940. 


ELIZABETH R YOUNG. 
Notary Public, D. C. 
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23 Endorsed: U. S. Board of Tax Appeals Filed ^ay 
27, 1940 

Transcript of Hearing at Washington, D. C. May 14, 1940 

Proceedings 

The Clerk. Docket No. 98376, Seaboard Security Com¬ 
pany, Inc. 

Will you state your appearances? 

Mr. Frost: Norman B. Frost, appearing on behalf| of 
Petitioner. 

Mr. Bayer: Philip A. Bayer, appearing for Respondent. 

The Member: We will now take up the Seaboard Security 
Company, Inc., case, with the stipulation with regard to the 
record adduced in the other case, Docket No. 98375, Sea¬ 
board Small Loan Corporation, being applicable to this 
case. 

i 

Dwight N. Burnham, called as a witness by and on behjalf 
of the Petitioner, having been first duly sworn, was exam¬ 
ined and testified as follows: 

i 

Direct Examination 

By Mr. Frost: j 

! 

Q. Mr. Burnham, from your records, can you tell us hbw 
many loans the Seaboard Security Company had outstand¬ 
ing at the beginning of the year 1934? 

Mr. Bayer: I will have to object upon the ground the 
books are the best evidence. 

The Member: I understand the testimony is being givjen 
from the books which are before the witness, which are sub¬ 
ject to inspection by counsel for Respondent. 

24 Mr. Bayer: Is that correct, Mr. Frost? Are these 
books here for my inspection in the hearing rooiji? 

By Mr. Frost: 

Q. Where are the books of the Seaboard Security Cofti- 
pany? A. They are in the hands of an accountant in At¬ 
lanta, Georgia, as I understand it, in connection with sofiie 
Georgia state tax matters. 

Q. How soon could they be gotten here? A. Within 48 
hours. Probably within 48 hours. It should not take mu<[ih 
longer than that. 




20 SEABOARD SECURITY CO., INC., VS. GUY T. HELVERING. 

The Member: From what are you purporting to testify? 

The Witness: From my transcripts from those records. 

The Member: Are you prepared to testify from tran¬ 
scripts which you yourself took from those records? 

The Witness: Yes, sir. 

The Member: The records are not here but they can be 
here for the inspection of counsel or the accountants within 
48 hours. 

The Witness: Yes, sir. 

Mr. Frost: May I state that those records were needed 
down there in connection with an Internal Revenue audit 
as well as in connection with the Georgia matters, and that 
we have requested that they be sent on here. 

The Member: All right. With that understanding 

25 the objection will be overruled. 

Mr. Bayer: May I make one further observation, 
if Your Honor please ? 

These exhibits going in are not the transcripts from the 
records themselves. For instance, in the Seaboard Small 
Loan Corporation case I had to develop on cross-examina¬ 
tion that what Petitioner’s Exhibit No. 2 calls gross earn¬ 
ings of offices is really the total of the interest account on 
the corporate books. Now, without the corporate books 
here I do not have anv wav, unless counsel for Petitioner 
will admit that this figure which appears as gross earnings 
of offices is the interest account from Petitioner’s records— 

Mr. Frost: Your statement is not quite correct, Mr. 
Bayer. Under that total of gross earnings of offices that 
is also interest on municipal bonds, interest on corporation 
bonds, interest on time loans, and gross rents. We will 
concede that there is an interest column in the books of the 
Seaboard Security Company, under which column are en¬ 
tered the gross receipts from all small loans. That is what 
you want, isn’t it? 

Mr. Bayer: That the interest account of the Seaboard 
Securitv Company books total $41,463.18, as shown on this 
exhibit ? 

Mr. Frost: Yes. 

Mr. Bayer: With that agreement I will withdraw 

26 the objection at this time. 

The Member: You may proceed. 

The Witness: The average amount of loans of the Sea¬ 
board Security Company at the close of 1934 was 82 and a 
fraction dollars. 
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Bv Mr. Frost: 

| 

Q. Will you state how many loans were outstanding? at 
the beginning- of the calendar year 1934? A. There were 
1,250 loans outstanding at the first day of January, 1934, 
and 1,285 loans outstanding at the close of the year. 

Q. With respect to the Seaboard Security Company, Mr. 
Burnham, have you prepared an income and expenditure 
statement for the calendar year 1934? A. I have. 

Q. Did the corporation keep its books on the calendar 

vear basis? A. It did. 

* 

Q. I hand you the original, purporting to be that income 
and expenditure statement, and I will ask if the figures 
contained thereon are figures that were taken from the 
original books of record? A. They are. 

Q. As Mr. Bayer has indicated, Mr. Burnham, where ^ou 
have gross earnings of office, $41,463.18, that record 
27 was kept under a column marked interest in y<j)ur 
original books ? A. Yes, and was in an account in jthc 

ledger. 

Mr. Bayer: Just a minute, please. You have answered 
the question. I object to that last. You have already an¬ 
swered the question. 

By Mr. Frost: 

Q. What did the ledger show with respect to that ac¬ 
count? A. The ledger showed the same thing. That! is 
what I was trying to say. 

Mr. Frost: If Your Honor please, we offer this as Pe¬ 
titioner’s Exhibit No. 1. 

Mr. Bayer: No objection. 

The Member: It is received. 

(The said income and expenditure statement for 1934,jso 
offered and received in evidence, was marked Petitioner’s 
Exhibit No. 1 and made a part of this record.) 

i 

By Mr. Frost: 

Q. Have you prepared a chart from the Seaboard Se¬ 
curity Company books showing a recapitulation of data jat 
the end of each year? A. I have. 

Q. Does that show with respect to the Seaboard Security 
Company the same financial data as a similar chart jqst 
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introduced in the Seaboard Small Loan Company 

28 case? A. Virtually the same information. 

The Member: I presume there is the same objec¬ 
tion? 

Mr. Bayer: Yes, Your Honor. 

The Member: It is accepted in evidence. 

(The said statement showing recapitulation, so offered 
and received in evidence was marked Petitioner’s Exhibit 
No. 2.) 

Bv Mr. Frost: 

Q. In connection with the Seaboard Security Company, 
Mr. Burnham, Exhibit No. 1 shows gross income of 
$41,463.18, does it not ? A. From loans, yes, sir. 

Q. What was the total income for that year? A. The 
total income was $48,230.92. 

Q. What is the difference there of some seven thousand 
dollars? A. Interest on corporation notes of $2,700, the 
rent on a farm of $365.89, and bad debts collected of 
$3,701.85. 

Q. With respect to the item of bad debts collected, how 
did vou handle the bad debt charge-offs and collections? 

Well, let me ask you this question. Did you handle them 
in the same way as in the Seaboard Small Loan Company? 
A. The procedure was exactly the same. 

Q. This item of $3,701.85 represented accounts that had 
been charged off and collected? A. Charged off in one or 
two years prior to this calendar year and collected within 
that year. 

29 Q. What was your total income from other sources 
than small loans in the Seaboard Security Companv? 

A. $6,767.74. 

By Mr. Bayer: 

Q. Will you state that figure again, please? A. $6,767.74. 
By Mr. Frost: 

Q. Will you please break that down? 

Mr. Bayer: If Your Honor please, I object to this du¬ 
plication. It is already in the exhibit. I do not see why we 
have to have the witness read it. 

Mr. Frost: Part of it is not in the exhibit. 
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The Member: Confine yourself to that part that is not 
in the exhibit. 

Mr. Frost: That is all on that. 

If Your Honor please, I am not offering the summary 
which we discussed in the Seaboard Small Loan Companiy 
case. 

The Member: You are through with the direct examina¬ 
tion of the witness in this case ? 

Mr. Frost: Well, I may have just one other question, if 
Your Honor please. 

The Member: You may proceed. 

By Mr. Frost: 

Q. In this interest account where you put the proceeds 
from small loans, in the Seaboard Security Compaiiy 
30 case did you have any other accounts headed “in¬ 
terest”? A. Yes; interest on corporation loans. 

Mr. Frost: You may examine. 

If Your Honor please, we would like to offer an unsigned, 
unsworn to copy of a return on form 1120H of the Sea¬ 
board Security Company which was made at the same tinje 
and under the same circumstances as the return of the Sea¬ 
board Small Loan Corporation. 

Mr. Bayer: No objection, Your Honor, with the under¬ 
standing that the record shows the original of that docu¬ 
ment was neither signed nor sworn to when it was filed witlh 
the Bureau of Internal Revenue. 

Mr. Frost: That is agreed to. 

The Member: It is accepted. 

(The said return on Form 1120H, so offered and received 
in evidence was marked Petitioner’s Exhibit No. 3 and made 
a part of this record.) 

Mr. Frost: You may now examine. 

Mr. Bayer: I offer the 1934 form 1120 filed by the Sek- 
board Security Company. 

The Member: It is admitted in evidence. 

(The said form 1120, so offered and received in evidencje, 
was marked Respondent’s Exhibit A and made a part of 
this record.) 

Mr. Bayer: I have no examination. 

The Member: Have you any other witnesses? 
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31 Mr. Frost: Yes, Your Honor. And I think we can 
dispose of that witness in an hour and a half. And I 

am making allowances for cross-examination. 

The Member: We will recess until two o ’clock. 

(Thereupon, at 12:30 o’clock p. m., a recess was taken 
until 2:00 o’clock p. m.) 

32 Afternoon Session 

(Met, pursuant to the recess, at two o’clock p. m.) 

The Member: I am readv now to proceed with Docket 
No. 9S376. 

The Reporter will now show the witness as being exam¬ 
ined in the case of the Seaboard Security Company, Inc., 
Docket No. 98376, with the understanding, as previously 
stipulated, that all of the testimony of a general nature ad¬ 
duced bv this witness in the case of the Seaboard Small 
Loan Corporation may be considered as having been given 
in this proceeding, and subject to the same objections, ex¬ 
ceptions and rulings. 

Mr. Frost: That is correct. 

Paul Appleby, called as a witness by and on behalf of the 
Petitioner, having been first duly sworn, was examined and 
testified as follows: 

Direct Examination 
By Mr. Frost: 

Q. Mr. Appleby, the record shows the Seaboard Security 
Company w’as formed in 1925? A. Yes. 

Q. What connection, if any, did you have with the Sea¬ 
board Security Company.’ A. I was a stockholder in the 
Seaboard Security Company. 

33 Q. Were you a director of that company ? A. Yes. 
Q. Where were its offices.’ A. It had only one. 

It was in Atlanta. 

Q. Why was that company formed? A. The company 
w’as formed on account of the Georgia law, which taxed 
foreign corporations on their total holdings, so we formed 
that into a Georgia corporation. 

Q. With respect to the manner in w’hich that Atlanta 
office was conducted as to advertising, clerks in the office, 
and so on, did it differ from the Seaboard Small Loan Com¬ 
pany offices in Virginia and Tennessee? A. It did not. 


SEABOARD SECURITY CO., INC., VS. GUY T. HELVERING, j 25 


Q. Was tlie testimony which you gave with respect toj the 
procedure leading up to and in the making of a loan aijjply 
to the procedure and the making of a loan in your Atlanta 
office ? A. It would. 

Q. What was your situation with respect to outside men 
in the Atlanta office? A. We had two outside men in j the 
Atlanta office. 

Q. Did they appraise where you had chattels pledged? 
A. They did. 

Q. Under what law did you operate in Georgia? 
34 Mr. Bayer: The same objection. The license is 
the best evidence as to what law they operated 

under. 

The Member: Objection overruled. 

Mr. Bayer: An exception, if Your Honor please. 

The Member: An exception is noted. 

What law did you operate under? 

The Witness: Under the uniform small loan law in jthe 
state of Georgia. 

Mr. Frost: I offer as Petitioner’s Exhibit No. 4 a printed 
copy of the Georgia small loan law in effect in 1934, subject 
to check and verification, of course, by the Respondent, 

Mr. Bayer: I have no objection to this being received by 
Your Honor for your convenience, but not as an exhibit as 
to what the law is. 

Mr. Frost: I thought it might be convenient to have tliem 
where they could be quickly gotten to. 

The Member: It will be accepted. 


(The said printed copy of the Georgia small loan lawj so 
offered and received in evidence, was marked Petitioner’s 
Exhibit No. 4 and made a part of this record.) 

By Mr. Frost: 


Q. Mr. Appleby, I show you a paper dated Atlanta, 
Georgia, May 31, 1934, and I will ask you if you can iden¬ 
tify that and the attached paper? A. This is an 
35 application for a loan and a financial statement! to 
the Seaboard Security Company. 

Q. And the second paper which is attached to it is wh^t? 
A. That is a note. 

Q. The third paper is what? A. That is a bill of s|ale 
which we took in Georgia in lieu of a chattel mortgage. 
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Q. Were those actual papers that were used in the Sea¬ 
board Security Company’s business? A. Yes, sir. 

Q. Do those papers represent the forms that you used 
throughout 1934 in making the loans in the Georgia office? 
A. They do. 

Mr. Frost: I offer those as Exhibit No. 5. 

Mr. Bayer: No objection. 

The Member: They are accepted in evidence. 

(The said application, financial statement and note, so 
offered and received in evidence, were marked Petitioner’s 
Exhibit No. 5 and made a part of this record.) 

Bv Mr. Frost: 

Q. Would your loss experience in Georgia be the same 
as it was in Tennessee and in Virginia ? A. Approximately. 

Q. What was the situation of the Atlanta Company 

36 with respect to competition in the small loan busi¬ 
ness? A. The competition was possibly keener in 

Atlanta than in most cities because it was larger than any 
other city in which we operated. 

Q. Did you have competition there from banks? A. We 
had competition from banks and also from some of the 
larger eastern companies which did not operate in some of 
the other towns. 

Q. When you say banks, Mr. Appleby, do you mean na¬ 
tional and state banks ? A. Yes; national and state banks, 
and Morris Plan banks or banks which operate similarly to 
the Morris Plan. 

Q. You would better explain very briefly what the Mor¬ 
ris Plan Bank is. A. That is what is known, as a rule, as a 
discount bank. In other words, they buy a note for $100 
and discount that, let us say, at a straight 10 per cent. And 
there are quite a few individual companies or corporations 
that take out a banking license and operate simply as a loan 
company but do it under a banking charter in order to avoid 
licenses and taxes. 

By the Member: 

Q. Let me interrupt you, please. Do you mean an indi¬ 
vidual borrower goes to the Morris Plan Bank and his note 
is discounted at 10 per cent ? A. That is right. They 

37 borrow $100 and make the loan for $100 and they 
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give him $90. I do not mean that is the procedure in 
existence at this time; and I think they possibly do itiat 8 
per cent now. But in these southern towns at that tirlae it 
was 10 per cent. 

Q. And then they charged a flat 6 per cent? A. No;;that 
is all. That is the 10 per cent. And they pay that ba<?k as 
a rule in 10 monthly installments at $10 a month. 

By Mr. Frost: 

Q. Was that the practice of the Morris Plan Banks all 
through the south ? A. All through the south at that time. 
They have possibly lowered their rate now to 8 per cent. 

Q. Showing you Petitioner’s Exhibit No. 1 in the ;Sea- 
board Security Company case, Mr. Appleby, I will asl^ you 
if the item “salaries and wages” applies to salaries! and 
wages of the office emplovees that you have described^ A. 
Yes. 

Q. Would your answer with respect to the use of the 
telephone and telegraph, represented in Exhibit No. jl by 
an item of $225.83, be the same as in the Seaboard Sjmall 
Loan Corporation case? A. Yes. 

Q. It would be the same as to advertising?! A. 
38 That is true. 

Q. As to auto expense also? A. Yes, sir. 

Q. And association dues? A. Yes. 

Mr. Frost: If Y’our Honor please, I would like to ask 
the witness—and I assume the court will make the same 
ruling—how many stockholders the Seaboard Security 
Company had in 1934? 

Mr. Bayer: The same objection. 

The Member: The same ruling. 

How about your offer of proof? 

Mr. Frost: Our purpose in asking the question w^s to 
elicit a reply that the company had six stockholders, i|nore 
than 50 per cent of the stock being owned by the Appleby 
family; and the pertinency of it has to do with the consti¬ 
tutional aspect of the case. 

The Member: The same ruling. 

By Mr. Frost: 

Q. Mr. Appleby, generally have you made computations 
as to the cost to small loan companies of actually making 
one of these small loans? A. Yes. 

i 

I 

i 

I 

i 

i 


I 


i 
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Q. What is the cost to a company of making a 
small loan? 

39 Mr. Bayer: If Your Honor please, I object to the 
question. First of all, the books and records are the 

best evidence of the cost of doing business. Secondly, it 
is immaterial what it would cost them to make loans. 
Thirdly, the way the question is phrased I think it was too 
general. The question was as to the cost to small loan 
companies, whereas w*e are interested in these tw r o partic¬ 
ular companies. 

The Member: I think the most important objection is 
the one stated first. 

Don’t you already have in the record data from which 
the cost per loan can be calculated, Mr. Frost? 

Mr. Frost: I think w T e have, Your Honor. 

The Member: I think that would be very much more 
satisfactory to my mind, to have the data there subject to 
mathematical calculation, rather than to have this -witness 
opinion with regard to it. 

Mr. Frost: Very well, sir. 

The Member: I am assuming that you have those data 
in the record. 

Mr. Frost: I think we have the data in the record. 

By Mr. Frost: 

Q. Who was president of the Seaboard Small Loan Cor¬ 
poration and the Seaboard Security Company in 1934? A. 
The Seaboard Small Loan Company president was Scott 
B. Appleby. And the Seaboard Security Company also? 

Q. Yes. A. In 1934? 

40 Q. In 1934, yes. A. It was Scott B. Appleby. 

Q. Where is Mr. Appleby? A. He is in Tucson, 

Arizona. 

Q. What is the occasion of his being there? A. He has a 
child who is very sick. 

Mr. Frost: That is all. 

Cross-Examination 

By Mr. Baver: 

Q. When you stated that you had competition from banks, 
Mr. Appleby, what did you mean by that? Do you mean 
that some people would prefer to go borrow money from 


SEABOARD SECURITY CO., INC., VS. GUY T. HELVERING. ^9 

i 

banks ? A. I mean if they were lending money like we were 
in small amounts at a small rate of interest. 

Q. At a small rate of interest, did you say? A. That lis 
right. 

Q. As to Petitioner’s Exhibit No. 5 which you identified, 
headed “Application for loan and financial statement to 
Seaboard Security Company, Inc.”, do I understand this 
is the general form used by your company or that was usqd 
in 1934? A. In Atlanta? 

41 Q. In Atlanta. Yes. 

Q. The Seaboard Security Company did not op¬ 
erate anywhere else but in Atlanta, did it? A. No, sir. 

Q. Does every person who comes in and applies for a loajn 
fill out one of these forms, Petitioner’s Exhibit No. 5? A- 
If they got a loan. You understand I was not in that office 
and I cannot say that everyone who got a loan did fill }t 
out; but those were the instructions. 

i 

I 

By the Member: 

Q. They were supposed to? A. Yes, sir. 

Q. As a rule in your organization they should have dope 
so? A. They should have. 

Q. You don’t know of anybody who got a loan without 
sign it? A. No; I do not. 

The Member: Does that answer your question, Mf. 
Bayer? 

Mr. Bayer: He just simply does not know. 

That is all. 

Mr. Frost: That is all. 

The Member: Are there any other witnesses? 

Mr. Frost: No other witness for the Petitioner, j 

42 The Member: Does Petitioner rest? 

Mr. Frost: Yes, Your Honor. 

The Member: Does Respondent rest? 

Mr. Bayer: Respondent rests, Your Honor. 

I would simply like to make a motion for judgment on thp 
record. 

The Member: Briefs will be filed according to the rule^- 
45 days for the first brief and 15 days for the reply brief. | 

(Hearing concluded) 
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TITLE IA. KEYENUK ACT OP 1**4 


ADDITIONAL INCOME TUH 

Sk. Ml. SURTAX ON PERSONAL HOLDING COMPANIES. 

(•) IMPOSITION OP TAX.—There shall be levied, collected, and paid. for 


each taxable year, upon the undistributed adjusted a*4 income of every ptnoul 
bolding coopu; t iutUl equal to lb* sum of (be following: 

(I) SO per eeotun of the amount thereof not la execs* of 1100,000; plu* 

(3) 10 per eenlum of the amount thereof In tteeae of 1100,000. 

<b) DEFINITION'S.—Ae used la IbU title— 

(I) The term "personal holding company" ween a ay corporation (other 
than a corporation eiempt from taxation under eeettoo 101. and other 
than a hank or Irurl company Incorporated under the lave of tto 
United Stater or of any 8late or Territory, a eubetantU) part of whom 
bmlnres Is the receipt of deposit*, and other tboa a llfc-lneurance com¬ 
pany or eurrty company) If—(A) at leaat 80 per centum of Ita (roar 
Income fur the taxable year U derived from royaltlre, dividend*. Intar- 
act, annuilk*. arid (except In the cane of regular dealer* la ttoek or 
•eeurltlee) (aim from the aa)e of clock or •ecurltle*, and <D) at aay 
t'me during tie l»>t half uf the taxahla year more than 50 per centum 
In value of it* outstanding atuck la ovt-ed, directly or Indirectly, by oe 
for hot mure than 8v# Individual*. For the purpoae of determining the 
ownership of (lock In a personal huUIng company—(C) (lock owned, 
directly oe indirectly, by a corporation, partaertblp, aetata, or truet 
•hall bo con*Mvred at being named proportionately by Ita • bar*bolder*, 
partner*, or brnrflriaric*; (D) on Individual ahall be considered a* 
owning, to the extluilon of any other Individual, the clock owned, 
directly or Indirectly, by hli family, and thle rule tball be applied la 
eucb manner a* to produce the smallest poaxihle number of Individual 
owning, directly or Indirectly, more than 50 per eenlum In value of the 
out*landing ttoek; and (El the family uf an individual ahall lactud* 
only hie brother* and sisters (whether by lb* whole or half blood), 
epouae, arrestor*, and lineal descendant*. 

(1) Tbs term "undistributed ad Jailed net leeoma" mean* the odjuetsd net 
laeooas tnloue the turn of: 

(A) SO per centum of the ctcesa of the odjualsd net Income over tbs 
amount of dividend* received from personal bolding reo.pnr.jt t wblrb 


ate aDovoile as a dedeeMae foe the > my mn of the lax leepesad by 

aoction IJ or JOt; 

(B) Amount* used or eel adds to ntfeetedsbtadasm fasmred peter to 

Janaary I, IMt, if such omouete ore reacimtli with ref*.to tbs 

hiss and term* of oueb ta ds fcAsdacm ; and 

(C) Dividend* paid during Us taxahla year. 

(S) The term "adjus te d net Income** eteane the net Interne computed 

without the aUevanm ef the dividend dedaettoa etbervrlm elbiwtble, 

but tnlnut the earn of: 

(A) Federal iocoma, war-profit*, and mm profits team peM er 
Mcexted, but not InctedLog the tax tapered by thi* eeettoo; 

(B) Coetributlone or gtfU, not otherwise allowed ae a fisdocktea. to 
er for tbe me ef do nest described Is section tS (o) for the purpeem tberela 
specified; and 

(O Locoes from calm or exchanges ef capital amsto which art 4b- 
oDowed oe a deduction by tertioa 1 IT (d). 

(4) The term* used la thle aectlon than bare tbs tome miteftg m whan mod 

In Title I. 

(a) ADMINISTRATIVE PROVISIONS —AU pee vide ae ef bw (Is be Reg 
p eat Mi ce) applicable In respect of tbe taxes Impaired by THI* I of this Act, 
ahall Insofar as not looooatetenl with this osetioa, be apgt teab ta la rmpeet of tha 
tax imposed by this section, except that tbe provUoaa of eecttoa III of that 
till* shell not be applicable 

<d> PAYMENT OP SURTAX ON PRO RATA SHARRS -The tax ta- 
posed by thi* »e<Uon shall not apply If oil the •harwbotdrv* of the corporation 
ladude (at lbs Ume of Aliog their retuna) In Ihetr grom laeaene lh*Ar eathu 
pro rata shares. whether distributed or not, of tbe "adjusted net leiomi" ef 
the corporation for suck year. Aay oatoaal so included la lha (roes Ueeoaa of 
• shareholder ehall bo treated ae a dividend rscsired. Aey cabasquant dbht- 
bwOoa anode by tbe corporation out of aorniapi or prod taler each taxable year 
shall, if distributed to nay starshol d m who kn* so Is stud* d U Ms gram toeeena 
hi* pro rota share, be exempt from tax la the amount uf tha there so lostadsfi. 

(e> IMPROPER ACCUMULATION OP SURPLUS.—Peramtax onssrpsr- 
atloas u hlsh sem i ■ uls ta surplus to a void surtax oa si n sk h sl d sn, sees* s ti es ME 




INSTRUCTIONS 


• tf tastes* 


■ sftatl 


t. SURTAX ON PERSONAL HOLD1NO COMPANIES 

Reelloa Ml uf Title 1A of tbe Revenue Act of IM4 Imposts an additional 
graduated Income tax or surtax upuo corporations elaodflcd as personal holding 
companies. Corporation* so classified are exempt from the surtax on corpora¬ 
tion* Improperly sreumulating sun-1 us impoeed by eertioa 103 of Title 1 of 
lhr Revenue Act of IMt, but are nut exempt from tbe other Uica *~p~~t by 
that title. Unlike tbe surtax Imposed by section 103, tbe surtax Impoeed by 
arcliun 351 applies to all prreunal holding companies dadoed ae eueb la loetrwe- 
Won 3 regard lea* of whether or not they xrtre formed or availed of to accumulate 
galas nod profits for the purpom of avoiding eurtax upon shareholder*. 

3. CLASSIFICATION OF A PERSONAL HOLDING COMPANY 

* holding company Is defined at any enrpr.ral- .n (ulher than a 

eoeporstlon specifically exempt), first, 80 percent or more .f whom (torn income 
fur Im Uui>)e )ftr «u (Wrivcd from ruvaliirs, dJrVStnds, (olmst, iabuIUm, 
and gains fr»n» the sale of stuck or aecunlirs; ami, second, mur* than (0 percent 
la value of nh-aw outstanding st-wk * as osi.nl, directly or imlirectlv, at any 
Uam during the la>t half of the taxable year by or for o--t nr-re than Are Indi¬ 
viduals. The only me |»r*tioi>* ,|mt rail) exempt from this tax ore as follow*: 
(I) Corporations exempt from taxation under sccllua 101 <f Title I; 13) v--v- 
and trust eufn|acH* (incorporated under tha lava ef the Unite,) Klate*. or of 
nay 8tatr or Tcrrituey), a substantial part uf whom business I* the receipt of 
deposits; (3) life insurance companies; and (I) surety companies 

It la the nature uf the gr-oa Inc cos ami the ownership ■ J tbe outstanding stock 
«hkk <h lerxuirvs the rl***iftr*tioa ** a personal boldlag eum;-any, and the ssvaral 
runditlona aith m|«l to Is-lk must l« «* lulled to bring a cor;.ration wtthla 
the r land Brel ion. tinw Items aunt to determined fur the ri-lire taxal-le year 
and tbe ownership <f tie stork outstanding must be determined according to lu 
ownership el any time during tha la»l half uf the taxable yrar. Inasmuch a* 
rich elreiun*lances ran vary from j.ar to year, a corpora I ion may cunsIMute 
a persons) bolding rocu|tany for amc yrsrs xml nut for other year*. Is that 
rase, the surtax liability shall be drUnuimd undrr srctloa 351 only be the yrsrs 
la a Kith the c-r|«-ration cocoes sithin the rlauiBratioa as a personal h-jding 
company, ahile the lialslily fur surtax as In 1U other year* will drpei.d upon 
aht lhrr tl-e c-Tp-ration comes sithin the I-Cui islocv* of section Icrj sjth respect 
to such year*. 

The geos inrnitH- f--r l—rprre if arellnn 3M mean, the grom Incisor as com- 
I-Utnl uiMb-rrcHoi-s'/J, '.'01, and 331 ami IIh> r>gulati.ns tbrreumtrf, for piirpnsrs 
O# the taxes Impisil l«y Title- I. Accordingly, lien.* rx.-lo.lrd fr-i-i lire grew 
lore-cue -ii-ter Title I are m>t t-i be itii'lu-ksl In dclcexuinlng grew* i net cos under 
rest sin 3.M. tiros inn.me is m-t tym-ny in- >i* with gnus res, ipts. Fur r,ample, 
la Ilia cam of a mle or, vihanr* if pre-|>rrl,. it inrtu-kw only the excess if tbs 
omuuat realised lls nfrwn ovvr the s-lj i,trel bask pnni-hd f--r la asclton 
113 (b). It 5m m-t ii-ilu-ls gains wl-uh arc out rer-gi-i*.-I under sselloa 
113 (b). la lha rs-v -f a re-cp-rali -n rvp-ilii.g on the in.lallnwnt basis. It 
In-tmtaa only that p-rli.-n »f ll-c gai-i re l-iri-al.lc as inre-eu,* -i-.t-r svino 41. 
In l!-c ram uf a inan-ifsri-irtng. imrrhaoluilg. oe n-uoi-s l-iun-u, "grew 
li.re.nn '• mean, the t-lal cat, *. less tt-e rest if g.»b sol I, plus any lare-ms Inn 
ItitrdnM-l-taai-lfrsiilnri.lralal or out, i.|ri>twrallun*i«»>urrrs. In determining 
grew Income, ,-iMrarlKxv* sh-nald m-t l-o naa-ta fur dri-reciatlun, dsptrllua, 
■ lliug ii|ei--n, ->e I sss, or fur tl, nu ml --r.linarily used in re sapuling tbr t-ft 
if g'ul**ild Nat--* -f capital awl, a, -l- Bnrd la ascii n 117 must be treated 
a* arporats transarliuii* and only tl. — soles wl-ieh Ihdivi-l-iaUy resalted lo 
|-ru6ta *hall Iv reMut.lered In ikteriuiniug th* gains derived frees such source 
(loins fre-ts all transaclions tavoivinx st-ek In trade, tie , are dstormloed fur 
tbs taxal-le year os a whole luteal -f separately. 

3. NATURE OF GROM INCOME 

Frew tbs standpual of tbs nature of tbs grew ineocos, a enrpcratlna sosms 
xrlthla lha dsdnil—n of a peraxxsi bolding sampaay for hay taxahla ysar when 
10 parse n l or more if ita gross la s o ms for such taxable year vw dart red from 
Uta Mtovlag suuress. 


w - wow—sac ssna roysjue* lacruun* amo-saw resstrsa re* tas wsa 
of or for tha privitag* of using pa i sa ta. copy rights, secret preintssrs sad (nrmatas, 
food wtli, trod* Starks, trade broads, franchises, and other like property, h 
doss wot Include reals, aor overriding roysNtas reosf re d by as opstoUag com- 
paay. Aa used U this poregropb tbs term’•orervtdtagroyoMss"msaasamo«ata 
reesfvsd from a s uhta sssi by Urn opcroliog company which nrtgtasBy taossd sad 
developed tbs Mtsssl resource proper ty ta re s pe ct of vhiab ssab iiwrilbg 
royalUas are paid. 

(k) Aistdsoda—Tha tons "dlrldsads" maaos dlrides 4s as Mtoed MsssMm 

1M (a). It doss 004 te s lad l stock dlvtdscxd*, Hquldatlng dfridamta, er o4bsr 
capful dlstrv buttons n fsrrs d to ta met Ins IIS (a). (4), and (0. 

(c> lafarssf.—Tbs tom "Interest" means aay amount* received foe tbs asa 
Cf borrowed money whisk ore Ineludfbta la grom taseow under THta I. 

(f) daautlw*.—Tha tana "anouiUet" refer* oaly to aaoulttas to tbs sxtoak 
taeludibis la tbr compulation of gras income uodsr THle I. 

(e) OsiV* /re■ O* eaf* V Ksek er ssew-vtas —Tbs tana "gains from tbs sals 
of stuck or tecurillea" applies to aU gains (inslwdtag gates from Uquidattag 
dividends aj,.| other dMrtbutlons fre-m capital) from tbs sole nr exchange ef 
stock or arcunties Itxludxhta In grew inev-xas uodsr Title I. The term "stork 
or securities" Includes shares or mrtiBcatre of stork or interest in any eorporw- 
lion (Including aay Joist stock company, Insurance company, ameulnt, or other 
organixalion eUmlBad as * ssrporetiun t.y lbs Art), errt.Assies of interest or 
parUcipsthm is aay proAt abortag agree meat or In any i-tl, ga<v i>r other mineral 
royalty or lease, collateral trust errtihratas. voting trust tcn.tcatae, stock 
nghts or warraala, hood s, debentures, rcrtldestss if in-lrbtrdncsa, notes, ear 
trust certificates, bills of esthange, ul.ligoUoae Is* n.l by or oa behalf of o 
° 0T * rM “ n '. RUta, Territory, or a i-ulibcal subdavisnui there.'f, cle. 

lo tha cam uf "regvter dealers ti* stork or ms ur ttim" tbs term deco not la¬ 
sted* gates drrtvsd from tbs sal* or sxebaag* of stork or seswtttas mod* ta tbs 
aornml sours* of business Th* term "regular dealer* la stock or sscurittaa" 
means r<wt>ualiuna with an mUMiabrd place of bwtnes* rsguterls sevgogad la 
tbs porchom of atosk or ascurtUm and thrtr resale to sustosasre. A corporation 
which U a regular dealer In Mock or ascurtUm but which toiva or stile or hulds 
sto^ or securities lor lavw.lme.-l or speculation I* act a dealer with respect to 
such stock or securities. 

4. RTOCR OWNERSRIF 

“NlMaadiag taock. a msporettaa 
r , 1# <W€nillo* d t ptr«o& 4 ) KoVUa« tr*mp+aj fur uv VnMi 

year If hi toy Urns during tbs last half if li-s t*iU*t year — ■ iv.- u asrowai 

‘ Um4, J r •" Min**, by or foe 

te <f tbs stock shall | * 

tUmm •* •* 0 ^. howe.ee dsasmlnate.1 _ __ 

01 •hareh.d.lres. msmWn. -r 1k _ JI LiL. 

tate! Uu-^ct" lr ' 1 " ^‘b*I-irpowWdrVeeu.,.,lng 

‘T .' »*°»h wwmsd-directly cwtodlrscUy, by k swporattsst. 

by ita ahareuidere, pa^t^ ^ *'M»«kte^to l y 


" »b* test half cf Uta taxabts rear .SmQ 

£^^ 33 ^wT 3 ttrsSSSS 

aUo^ stno. g evsp-waUoa eomss wltkte iv- -TVT.. .. .. *“*• "*Mdm. 
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CO 
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•geavdenta. Tha Art fortW pro rids* that this rub shall ba spplbd U tucti 
manner as to produo* th* n>M poarfbl* aumb*» of lodlvlduab owning, dk 
rtrtljr or indirectly, nor* then SO p*ro*nt la ralua of th* outstanding stock. 

For *t*mpW, tba M eorporalioa at not Urn* during th* Urt haJ/ of tb* Uxabb 
j*u bad 1,800 (bar** of outstanding rtotk, 490 of which wer* hrtd bjr rartou* 
Individuals hart of so rrtaUooahip to oo* another and tb* remaining I.3SO wen 
bald by SO ahareboldacs harlof tb* rrtatlooahlp* aad Individual shareholding* 
aa follow*: 
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In tb* abor* rxaapb by applying th* statutory rub. Bn Individuals own*d 
non than SO parent of tb* outataodlof rtotk a* follow*: 


A (Including AF. AW. AB, Aft, ASH*). ISO 

. .iSS 

EW6 (tortudTnf Ew, EWF, EWBW 1 .... I..!.; 1T0 


Torsi. oa woe* rasw SO tnnn 
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It will b* noted that Individual A reprmenta tb* obvious case where the bead 
«f tb* family own* th* bulk of th* family rtotk aad naturally b tb* bead of 
th* group. Individual B re primal* tb* rate where b* b rtill brad of th* group 
bmaun of tb* ownership of rtotk by hla Immedlat* family. Indlvtduab C 
aad D raprmant cam* when tb* Individual* fall in group* beaded io C'a tarn 
by bb wrl/e and In D 1 * earn by hb brother beoaum of tb* prepoaderane* of 
bolding* on tb* part of relative* by aaarriag*. Individual E rrpremnt* the raa* 
wbm tba preponderant boldlnga of othere eltmlrvaU that Individual from tba 


group. 


(d> la determining wbriber tb* atatutory oondlllona with raapert to atotk 
owntreblp art prment at any Uao* during tba period eprrlAtd. the pbram “In 
ralua" shall, In tb* light of all the circumstances, bo doomed tb* value of th* 
oorporato elotk outrtaodlug at tuoh time (not Including treasury atotk). Tbb 
ralua may b* detcnnlntd upon the haab of tba company's ntl worth, earning 
and dividend paying capacity, appreciation of assets, and aay other factor 
baring a bearing upon tba value of the elotk. If a ralua of atotk U u*td 
wbkb b greatly at variance uitb that reflected hr the corporate hooka, tba 
e videos* upon »hkh tutb valuation U baaed should be Sled with tb* return 
In any earn wbm tberr are two or more cl teen of clock outetandlng, tba total 
eahic of all tbe rtotk should hr alloratcd among the different clamee according 
to tba relative value of each class therein. 


S. COMPUTATION OF UNDISTRIBUTED ADJUSTED NET INCOME 

••curtaining Ihr let basis for tv .tin * o.nqiank*, I hr “adjusted I 

net Income Is first c.«n|nitnt This li arcumplidinl by adding to I Hr o.r|s>rate 
net Income, a* dtttn j In Title 1, the amount of iliviilciid* rvectvcsl from domestic 
e orpjreU on* which a/e dtdurtlbb under erction Slip), and by eubtraetlng 
therefrom (*) Federal Income, war-profile, and cirrm proflte laic* paid or 
accrued, but not Including the eurtai Inipuani by **r!k>n SSI. (t) nnitiibulione 
w fflfb hot olhrre Ire allowed a* a deduct ion to or for lbo u*o of donoea doacribed 
^ met Ion 23,id for th* purism* therein •prelfied. and (c) tosses front mJoa or 
•icbangr* of capital easels ehich are dlaalkiwrd a* a deduction by erction 
ItTtdi. Tk foreign lav credit permitted by acctlun 131 with reepret to tba 
laito Impml by Title I I* not allowed with reepret to tb* eurtai loi|«red by 
•rellon SSI. Ilnwcttr, lb* deduction of foreign tavr* under ecttlon 33<c) I* 
pcnslttod for tbe pury**.* if the surtax even U for tb* purpurea of lb* eoepo- 
rtl* til Imposed by Titk* I a eredil for curb la ire ie taken. 

Tb* "undistributed adjusted nrl Intont*" I* computed by eubtraetlng from 
tb* ''*dju*t*i1 net Income•• ilesrribrd eliovr, (*1 an amount equal to 20 percent 
of lb* ctrrea of tbe adjusted net Inconi* over ll,c emmint of dividend* received 
from pcraonal holding cun panic* which are allowable a* a deduction for th* 
purpnar of the tav Impoecl by eertion IS or 9(M, (Si reasonable anvounU ureit 
or ret aald* t*j relire iiKtclilciltn-a* incurred by the t*v|*avrr prior to January I, 
IMt (ec* Instruction «>. and (cl any dividend' paid during lit* taxable vrer. 

The rrevlil again*! net income f..r certain inlereat received ujain oldlgation* 1 
nf the 1 inlet 8 talcs. ix .f rnr|»<iatt»n* ixganin.l under art of Congress, i* twit ! 
allowable for purp»** of tlx aurlac. 


ff, pureuant to a Iona Bde plan for th* retirement if it* londu d.lxnmrre, ' 
or •linilar i.bligslk.nv n pirscnbi.g imlrblrelixsa (nri:rre<l prior lo Jat.uary I, 
lull, f.x II,r p,ir|* re if 'along capital (..r renimnl pn .r f„ that date In con- 
" ,l ’ ,hr ac.pit„ii..n of capital uet. I.y which such n»ltbW.lneu It 
•rruPoli Uir (Bt|4trr j 

■ 1> retire* doling tlx taval.tr year an amo-int of such In.lrl.ledne**, or 
(JI ratablMn* a •■■•ting fond or trreivr f„r Ihr retirement if *uch indrl.tiib 

ixaa due * tlx laval.le .war, and ret. a-. l.- In *url> fun-l .* rrarrve ' 
•it ini'iuitl f*,f I In' nlirrrirtiil *4 *»wh iiil> M>-ln.^« — 
lb ilfUrniiantiK ihr un>lntril>utnl rxt lnr*ui«e for th# Uithlr vw, % 

deduction from th* a>l|<i.tcd net income I. alkiwald* la a re*«.nat.|* aim-int 
la reaixet if th* amount •> pakl or ret arid* in aueh fuml ..r rrrerv* duriig tba 
taxablr year. 

The amount allow aide a* a .Ictucll.m In any rare mud lx reaamalde, onatdar- 
tng tba nature, pur).***, an.|x, reiwlllkin*. amount, matunlv, arel nllwt term* 
Indel.lrelrra* No ilnliirikn li alk.wal.le unlewa it aptxara, either from 
tovenai.t* if II* obligati..t,v ,.r from a rvcwnlc, d lodi*vi ami a/rvvuntl'ut 
prai tle* reatxttlng the retln tuent if tueli mdrlitt'tntaa, that pcoviik.n for retire. J 


meet mart b* made out of earning* foe tba taxable year Infix* dfrtribatioo if 
•wab anraloga amy b* mad*. Tb* reareiaabtcrxaa of the deduetloa abail b* 
datarmload upon axlaling ooodltlona known at th* rlure of tb* Uiabl* year. 
Tb* fact that amount* bar* wot been uard or art artda la prior yeara will not 
•otitic tba taxpayer to dadurt la aay taxable year a greater amount than would 
otbrewtao ba allowabla. Amount* paid or art arid* todlrehargr current UablliUaa 
for ripen***, aalarita, wage*, taxaa. Inter cat, tb* pure baa* of any property for 
remit, divide oil*, balance* due broken, bank or olbct eommrreial loan*, or aay 
other current liability (whether represented by negotiable iart/umenta, b*i«**x. 
on aeeount, or otbacirtw) do not eoortitut* aQowabia dadwrUooa Tbb U true 
•a raapacta liabilities which are payable at tba rear** law re of either tb* debtor 
or tba creditor, or on th* dem a nd of either. 

No deduction wUbbe permitted wtlfc rrapart la any item for wbleb a dtductlo* 
la otbcrwiaa allowaU* undar Tltla IA or TlUa I of U>* Rare*a* Art of IBM or 
cadre aay applicable prior Income tax act. 

A reaolulioo, apwtfytng tb* particular ladcbtedaca* to b* retired, tb* plan of 
retiremoot, and tb* apreiffe mart* to b* twed fex that purpow, p arnrl by tb* 
board of directors or corrarpondlng authority during tb* <*««m. period or prior 
thereto, will b* eooridrred rufBcIcot to aaert tb* statutory requirement that tb* 
amount* mart b* "art arid*" A certified copy of aucb resolution must accom¬ 
pany this return. 

Tb* burden of proof wOl real upon lb* taxpayer to aurtala the deduction 
claimed. Therefore, the taxpayer mutt furalah th* Information required by 
Brbadut* E of thU return and aucb other information a* tba OcmxalxaSoore may 
require Id aubrtantlatioo of th* deduction claimed. 

T. RATE OF SURTAX 

Tb* surtax I* to b*computed at tbe ret* of SO percent upoo tb* amount of th* 
ondiatributcri edJutted net Income not in ticca* of 8100,000, end at tb* ret* of 
40 percent upon tb* amount of the undistributed adjusted net Income In eiceee 
of 8100,000. 

». SIGNATURES AND VERIFICATION 

Th* return •hell l>* »wnrn In by lb* president, ylc* preeldrnt, ex other prin¬ 
cipal officer, and by the IrtMum, assistant treeaurer, or chief accounting officer. 
Tb* return ot a foreign cuqaxelion having no office or place ot bust net* In th* 
United 8tale* but having an agent In IK* United Sutra ahell b* (earn to by 
web egaot. 

*. TIME AND FLACE FOR FILING 

Th* return must b* f.led on or before th* fifWtnth day of th* third month 
following th* clou* of th* Uxal.l* year wtlh lb* eoilrrhx of internal menu* 
for th* district In which lh« rurporatloo** principal office I* located. In the rat* 
of a foreign corporation not having any office or place of budneu io tb* United 
State* the return shall le Sled on or before the Aflernth day of thr sixth month 
fidlosing th* doa* of tho taxable year, with tbe Collector of Internal Revenue, 
Baltimore, Maryland. 

The collector of Internal revenue may grant a reasonable ritcnakon of time 
for flllng a return, not lo ft cord fi mouthv. If application tbrrefor is mad* before 
tbe dot* proscribed by law for filing auch return, w hr oarer la bb Jinlgiuanl 
good ce>we exist*. 

I*. FAYMENT OF TAXES 

The Ux *!w»ihl be pakl by sending or Ixvnging with lha return a rhrrk or 
money order drawn to (be order of "Collector of Internal Revenue at (insert 
name and city and 8UU).“ Do not sand cash by mail, nor pay it In |*r*.n 
•xeept at tba eoQector'a office. 

The toUl amount of Uv may be pakl when Ihr return i* fikd or in four equal 
InatallmcnU •• folkvvra: Thr firvt initalliin oV shall he |*id on or Ixforr I lx dale 
prrerrilxd for filing 11 m return, tlx mini invUHnxnt shall he pakl on or Ixforr 
tbe llfltxnth day nf the third month, the third Installment on or hrforv th* 
fiflernth day of the sixth month, and the fourth Installment oa or before lha 
fifteenth day uf the ninth aoonlh. after the dale prescribed fix paying the firvt 
Installment. 


If any Installment la not paid on the dale fixed fur It* payment, tlx whol* 
amount of the tax unjiakl shall lx paid upon notice gnd demand by I ho 
ctiHeclor. 


II. FENALT 1 ES 


Far wlgfsl fail era t* aaak* aad fila rrtara *a dree.—Not more than 810.000 
or Impriwinmcnt fix nut non than one year, or both, aad In addition 23 per¬ 
cent id the amnunt of the tax. 


Far wtfifady mablag a falat ae fraadalrat ratarm.—Not more than 410,000 ix 
im|xivonmcnt for not mure than five yean, or both, together with tlx net* if 
pnawxution. 

Far deficlaary la lax.—Intend on a deficitncy at fi txretnl per annum 
to the .late the drftcxney ta iwunl, or to the thirtieth day after tlx filing if a 
waiver if the re.trirli.un on a*ar*«nxnt and euilectkiii, whlrbtvrr dale is the 
rarlxr, and in addition S (xm nt if thr amount of the deficit nry if ibx to neg. 
ligri.ee or ii.lmtional dnnganl of rule* end rvgntation* witb.uit intent to 
ilrfraud. or .VI ixrcrnt uf the amount if the ikflcinxy if dix to fraud. 


12. PAYMENT OF MIUTAX ON PRO RATA SHARES 

The surtax inq.-i t by arxlxn 3SI d.x* m.t ajqily ant laval.V v.ar if rerrg 
aliareh.fdrr inrbi Its, at th* time if filing his return. h,, 
entire pewrats vlivreof the a.lju<t«l net Incumaif thecrpi-rati... f„, the tavaf.le 
war <f rucli c.cpi.ration ending with or daring hi* tavkM* year Six nxtlon 
Ul f>|i «f the Hi venue Act of 1034. In surhevent a return ..i. i),i« f„rm niuvt 
Ix ma-le but only item* 1 Io * aad Schedule l> nred Ix filkil in. 

13 . rtaucrrr statement 

Ever* person rr.|ii<revl to file a return on tl i. form »hal| fik- wil'. the return 
wbriber laval.le or nontavable, a itilrni.nl u|..n Form |m| <.f ||» following’ 
item* ale tan ii| un tlx return Name amt ad Ire**, mi inrunir, and l»\ |«>al.b 
In mklitkin, the word* ‘ IVramal holding enmpem " shnuhl Ix wrill. nor tvjxd 
therm*. In rare- if ant fall ire hi file *urh nlatcni. id with tlx rvlumj th* 
cut he tor shall prepare it from 11* return, aad 4S *t.a1l t* ad-le,| | u tlx lav. 
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APPLICATION FOR LOAN AND FINANCIAL STATEMENT 
TO SEABOARD SECURITY CO, INC 


Atlanta, Ca_ —— 

1, the jjtadfwi hereby atki ippIMia to the 3EAB0AKD SECURITY 00, INC, rf Atlanta. Ga, far a loan af 

_. te be paid la 

obtaining thla loan, I rubmlt the fnllnwin 



Where did yau leepe af aar Company'' /it+Cr-r. 


THE F01A0W1NC It A UST OF MY EMTIRE TMPEBTEDMEtl AS OF THIS PATE: 


fujtz pr cxrprrots address kino of rusinx 

' -/ • -hr / . - - - - 




Li// 


CAUSE OF MY INDEBTEDNESS WAS ^ - 


Thle atatamant la made to the Seaboard Security Co. fur lha aala purpoee af Inducing aald Company la make ma a loan 
aa above aat out. It la felly underetoud that If any uf lha above «|ueationa ara nvt trua and correct. that I. or me, an attempt¬ 
ing to obtain money by malting a falaa autemcnt In direct violation af bath Stale and Faderal U«a t further agtaa to notify 
aald Company af any changaa In my occupation or J^nclal comhjiona that trill affect thla aUtamcnt In any tray. 

Wllnraa my hand and aaal, thla tha ^ / day of ' 

•/ </“1 OmtLmS u J 


49 
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/. _ -- REPERENCES 

^gagi ^ H|| wft^f <y<1<l1/<?7 far fftO-_ 

Hr fan MM -—— -, L - , - Afa>Sj2_ . had chart* necounU within late Am jwn) 

rr .. &*•***- _ 

t-^IU- > W^_——--in .t-vift i /L^y My, |V-zAjf, tt -e£^£^. , q, 

nr wa- - e»-^ -m» wdM. _^ Z) t~£T- '7 — — 

Haw lang M . fr> Ym. _o^Mantha. ir la mi l position ha than fin (J) K+ls&V- . .. _ 

Man, give imrf of otter — pU r —1 within late Am wr eto tha following llnas: - a i . 

““™ y ““ •”™ 


^ Prica Total 

De^oa awn Itaal t teMV .r W^ -^- PaM I . Mortg ag es agal not It 

—“m'JLSJj - ’* *“"** * - tr-t? 

Hr total I||«)>*I taoaa hrted n tha ahaaa mortgagM Is tS^ 0 -- - 

tteon. If aa n a.ni ■■ • ■ a Mlkwa. w te»a Mat. i n teia. a MS test I tors 
M «y>«i or Mi Mtty fc» »f ■ •■* mw w« M > 

Tha total a nu —t faawhldtI h*M sadsrsad «r signed aa aocuttr far otharr la IJl^a^- 
Hr Mt worth la xJtm m /1 / _ "S V 


a. 


REPERENCES 


Hr fall oaaa la_ —.—.. ..At*-- 

Bos. Phono No. „ Married?_ .. 

Rco Mo oi r o ■ . Hr* Phono No.. .... — 

Pate Can_ — ... . —with whooaT.-- _ -Salary t _ 

Hr how to r oa of EaarlerM** otnot oddrooa la-- 

How lon( than-Yoors- Hon tha. If in prroont positio n loos than Am 

j* an, (I** rooord of other ompiormrnt within late Am roars on tha fallowing linos: 

EMPLOYER YEARS MONTHS 


-At*--(Prrforohlr boolnoss I 

Married?_ __ bad chart* eccounta o 


• whora 7*0 haro 
1 late Am roars) 


Prica 

Do mu own Raal Estate?___ Paid I 

floorsI ir aa OoOMOs laaoo a Mote la .0 » 


Total 

- MortgagM aontnst It I 
• mM, R mh 


Hr total Indahtadnass boaklrs tha aboM mortgagM Is I__ _ 

I SOT* If aa SoStew < to Mate t. ,. r -, r sitoote I o n , tea. ,, ,iuia. a-utte I taoa 

ate saterte ao Mte Manor Oar aa. iai.a, ate asw na no .1 

Tha total amount for which I hete mdorsrd or algnsd aa aocnrltr for othara la t— 

Mr art worth la t__ 


ante later. I o te ate. aa a OaM te ante!. Ola tsUsele* MtenaoM I aanlfr la ta Motel ~ 

Hr full nam* la _ .... _ ... .... _ _ .. __Arr _ 

Bus. Phono No.__ Married? 

Residence . . __ —.Re*. Phono No_ 

Position-- --with whom?_ . ._ _Salarr A . 

Mr beainea* of EmpUyer*a street addroo* la_ . _____ 

How Ion* that* .Yean .. Months. If In present position leas than Am 

roan, tive record of other ompiormrnt within last Am yoors on tho following linos: 

EMPLOYER YEARS MONTHS 


Pries Total 

Rr^ EaUte? - Paid I MortgogM armlnte It« 

(HUTSI tr Mt 4»Rft*to mmmunl to WM Hi I towsr to iM h*-t fdtowlM* nimiil. H mm lto 4 1 wmm 
amMm htolM.) 

M y tM Hl lFvVhtrfln^M br*Mr« th« atom mortgagm U I— . ____ 

(HOTS' tr M M«lto HAMM to WW \rn I Wt f H Iht MM«t fins Trill "■ I |~ll| IM n MM tW I km 
Mm S H IPS * •» tod MtwNr tf i*y iMfM mmi mm ’ 

Tb# total amount for which 1 ham endormd or algnad ns Mcurlty for other# la $._ 

My fiat worth la 


REFERENCES 


(Preferahlr business ho ua M where rouhaM 
had charge account* within Uat Am roars) 


Signed _ 


ftMfpftoi rlftte^ (ItM Asto oaf ^ g 

to-t-F. | awA.te.il. M * *-•*• *f frwlH, AM* fo4t~|te« tUlMAIa, • htoh I rwnlfrTte to. MfMd 

My full name la __ __. Age 

Bua. rhona No. . Married? 

RnMenee wRfl Phono No. ,m— 

Poiitlon teWlth whom?.__ ... . Salary $ . . 

My buRinem of Employer*# atraot add rum la __ . . 

Ilnw long there Yfin. Month#. If In preaent pealtlen 1am than flw 

yaara, (fiv* 1 m«*f<l of Other employment within last ftva years on tha following line#: 

KM 1*1-OYER YEARS MONTHS 


REFERENCES 

(Preferahly l»uiinem hounaf where you nam 
hml vharce aevounta withinj laat f v« ymra) 


(2)-- 


Prlea Totnl 

IV# v»*u own Rani Kutata? I'aiU | M«*figagfi airalnut It I 

(HdTSl If mm oMhlto MAwoAl to (told Im ■nnw to iKw M«l tooj too tain* M HMto«, It m*m llui I 9 m% 

•adHoto wKnlwowr.l 

Mv t«*tnl !ml« I'lrtliyAA h* ,a *l<l«*ii the above morlritge# Is $ 

(HUTK If •*. olrShll# MMteNl »• dwted In «*•«*» to ih« tool (..lUtaf a h h I Ua, It mmm Itol | U*A 
(H 04 wdoofad aa# *l>aol toilil Ilf faa# to Oof alsenohl Hart fN#M M»«otel.l I 

The t*»tnl aiiHHint f«r which I have en«l«*rnetl or nlrnml mm aacurlty for oth«*ra la $ 

My iH*t worth la $ 


50 
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Bill of Sai.f. to Skcl’re Loan 


No. 


i 


$300.00 _ 

GBORGIA. Fallen Caeatyi 
For value received X , 

or ordor, tho »um of. 

MkS turn to W |w»i»l as follow: X2 *{uul monthly inaUllm«<nU of S^8 * 00 . payuhlr «»ii lh»» # 

day of #o**h month h#rooftor, with inUtuat at tho rule of SH per <it»tun prr month on thr un|»nnl |.mim i|m< hnlnioo. 
Thia loon brine mod* under thr trrma and conditions of thr act of thr <;•••.nfm I.oj-»».lntur.- njifiMtol Aueurt l}7th, l!C0. 


thr undrrrijnrd, or rithrr of uo, promi*c t»> po> 

Three Hundred--- 


SKAHOAKh SK< I HITY <OMl'\NY. 

—... • 


I 




IVIInr,. 


And to eceurr the payment of the above amount X hereby deed, sell and contey unto the alibi SKA HOARD 

SECURITY COMPANY’. INC.. S0#-»-10-n William Oliver Building. iu aueeoaaora and eaaigna, the following dawrihed 
personalty. 

1 1032 Ford "V-8" Sedan, Motor 18-3099, All Equlptnent and Accessories, 



TW abora ii *a rrfb *d pro pa r ty being la_SIX—poaeoaelon at 1251 Peachtree Sfie BE Apt A~1 

la Um City of Atlanta, aald State and County, and 1 or we do hereby warrant the title to the ebove deeerlbed prop¬ 
erty against eny and all claims of any nature whatsoever, and rep r e arn t that there are no lien or encumbrance* of eny 
eater* age met the aame. and that the aarne haa not heretofore been ect aaide ea a homeatead exemption or any part of 
a bimaataad exemption under the lawr of Georgia, the United State* or any State of the United State*. And it m further 
ag ree d, that If I or wa ahould move aald property from the place afomaid mentioned that aald payee or hit assigns ahatl 
have the option of declaring the whole amount duo union* payee'* consent be obtained in writing to do the same. 

And the undwalgnod agreae to hold the above described property aa bailee of the SEABOARD .SECURITY COM¬ 
PANY. INC. MA-a-ie -11 William Oliver Bnilding. until theebove amount haa baen paid in full. It la agreed that time 
alkali be of the aaaaaaa of thia contract, and the payee or lie aaaigna ahell have the option of declaring the whole 
—-r together with aecrand Intel rat duo and collectible upoa default In the payment of one of the above installments 



himarlf and family any and all 


tarma of the option bafv 111 gr*M*u fnv from coat* to thr |r,iiLw. 

exerciee of laid option on the part of aald 
INC, the full value of aaid property ea 
grantor hereby waive# and renouhcea for 
iptlona allowed him either by State or Federal Law, 


The m le i lpil i rha iwii ^m l eorty* af a lean In the amannt of *30 0. 0 0 - from SEABOARD SECURITY 
COMPANY. INC. *ad-*-l»-ll WIRUaiO«var BttildUg. together with a eta lament of aald loan and a printed copy of 
section (IS) aa p rov l dod bt the Men Lena act approved August 17th. lPtO. 


TVs iMCrnmant le a deed *nwv*yt»a title under Section i 
I. er wn, de farther a cfc arw l adge that L er we, have roe 



of the Georgia civil Cede. 

r have had road to me, or ns. the contents of this In- 
hand* and affixed their aaala thia the . 4th[..._ day 


| (s-i 


(Seal) 

(Seal) 

SS. / 0 





No--^™______^^Anioun^5QQAQQ™~ 

BILL OF SALE 

ROM 

J. V. Barnett 


TO 

SEABOARD SECURITY 
COMPANY, Inc. 

308-9-16-11-12 WILLIAM-OLIVER BLOG. 
ATLANTA. GEORGIA 

Dtu. ___ 


GEORGIA: Fulton Countt. 

Cuu's OFra. Sl pejuoh Couht. 

Filed for Record, this the_ ..day of 

.. WJ.f' 

at._o'clock. M. 

Recorded in Book__ 

This_^r.-day of..^^T?^-..e... 19. 

.il!^£.d&k£23Xiri x&. .Gerk 
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SSL Dfttdaada (turn tt trt «A**r> ...... 
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■4. Otkar Padc.lkM Autkortmd bf Law 


<*> .... 

Torn Paa aow m ra nr Inm 14 to at .. 
Hat laconn litem It mtnu* turn *4£_. 
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1 larertmrfite (rootereMel: 

(«> (HilnlioM'/ilM<l«TvTl('»T L orvi!p»' 
Mini xiMil Won IVnri, or Dletnr l of 
Cot limbi* or Col ted (Hater poeeeeeLx.i 

(*) OMgeUont i4 leetrotMntaMlea if (He 
L otted Metre... . 

{«) (one of the felted Mein .... 

i OlWIiiwIanb: 

Morkr of iVievretle oorpormli-ine .. . 

(II Bondi <4 dowilk oorparnfijne. . 

(e) MWf end bende of forWcn oirporelioo* 

M AH other la net monte » loeae.. 

V. Deferred ifirrjw; 































Xltert Sroaa 

44 ilM? St. 

10/13 

• 1M3 

3. 8. Craft 

963 Laa St. 

*/l 

T.33 

Ma. T. 7«M 

M*i Via. 

3/H 

■3.00 

MUla MftH 

301 Xtlaata in. 

1/33 

100.00 

T. x. tontt 

S3 VbalS St. 

U/33 

S.S3 

taliM Plate tt 

333 Ititnjr 

l/» 

398*33 

3. 3. Hmm 

Mat Mist, 3a. 

3/13 

333.33 

V. S. Mhlaaaa 

Oallac* M 

11/M 

133.83 

3. 0. 3dtt 

Mat Mist. Qa. 

3/33 

30.00 

Mala 3. MU at■ it 

333 MM ST. 

1/31 

90.00 


Ml Out* Off it Turn SOU, 1»M $ MLOt 


mam catacp err 




Biaa Aparlaa 

Saw Taste 

10/8 

$ 44.44 

o. t. euan 

983 tanas st. 

4A4 

19.00 

John L. Bryan 

Morphy, K. C. 

8/30 

.81 

B. X. daaanta 

1934 Lataaoo* 

8/14 

339.11 

Ms Oohas 

483 Mabl^ton 

13/39 

83.30 

Kra. 1mm S. Xataa 

1399 Cottaca Or. 

6/33 

9.90 

8. 0. 71 attar 

Clayton, ta. 

9/10 

30.00 

X. X. Jaaaraoa 

Barth in. 

8/30 

89.11 

M. t. XanSall 

1ST Mrraa St. 

8/14 

1.40 

da 7. Joteaoa 

430 Oantral in. 

9/19 

88.00 

Laos Lmtt 

383 8. Pryor St. 

9/11 

190.00 

Xlrla Md4oz 

813 Mltoa Dr. 

6/4 

33.40 

Baa T. Maa 

Chattasooca, Tana. 

3/8 

333.34 

3. X. Mlaar 

918 M^taa St. 

9/9 

89.00 

V. X. MrWna 

489 Xaglar In. 

6/19 

180.63 

Mary L. Maiall 

134 tarrlar St. 

4/16 

160.00 

Xloasa falter 

194 Saaaaa st. 

10A 

3.00 

Mrs. fladla Tittarn 

Buatarllla, Ala* 

9/31 

90.94 


Total Chaifad Off at Daoaabar Slat, 1934 


Mtal Chaxcad Off for tha Toar 1934 


1.630,13 
$ Z.363.19 




amwto aaw cry gtgnoAgcw cr ww Aooooar 

toaaata gg mgA Off to»a 90th, 1934. 


tag ku 


ftM* 
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X**t credit. 

| 

Ararat. 

Albert ftue 

u a* tor at. 

10/1* 

1 ”,j 

B. B. Craft 
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*A 

J*a. y. Torn— 

b^> ( yi*. 

3/n 

00.00 

•toll* LadfWd 

SOI Atluto At*. 

1/04 

100.00 

T. A. Hmtt 

23 Moll at. 

li/at 

aJa 

—u— rubM 

Bl Ititny 

1/9 

2TS.2* 

a. a. ?i«(M 

But tout, a*. 

B/1S 

*43.8* 

V. B. HUH* 

Otllifi tort 

11/39 

ia«.o* 

B. 0. tott 

tot tol*t, 0*. 

a/tt 

30.00 

hilt B. Val**t*ak 

638 tort to. 

1/31 

90.00 

total Chare** Off ■« 

tow 30th, 1934 





AM0CRE3 rTunr.-m Cjy ISC 

BOBl Slat, 1984. 


BtoAitrlN 

Bar ToUc 

10/8 ♦ 
4/14 

44^4 

0. T. Btmdahe* 

TBS Curran 8t. 

17.00 

John l. Bryu 

Morphy. R. C. 

8/30 

.81 

S. A. Clonanta 

1934 Ukraood 

8A4 

329.11 

lflHC Qfrh'tH 

486 toMilaftoa 

12/27 

83.20 

Mr*. I*o* 0. btM 

2299 Gottoc* Or. 

6/23 

9.70 

8. G. yiator 

Clayton, oa. 

7/20 

40.00 

A. A. tof 

Earth At*. 

8/30 

87.11 

to L. Kendall 

1ST torran at* 

8/36 

i.4o 

to J. JohMoa 

460 Oratral At*. 

9/17 

88.00 

X*en Z*r*tt 

286 8. Pryor at* 

7/11 

180.00 

AItIb Ifcddox 

296 Palton to. 

4/4 

23.<0 

Bra T. Mia* 

Cfcatteaooga, ton*. 

3/8 

223.36 

R. A. fttor 

918 Btratoa at. 

9/7 

87.00 

V. A. tortln* 

483 laglir at*. 

4/19 

180.66 

tory 1. toBdaU 

104 Carrier St. 

4/16 

160.00 

AltoB tolkar 

1T6 Reman at. 

• 10A 

2.00 

Mr*, aodl* Witters Hunter Ilia, Al*. 

total CtorB*d Off *t Daombar Slat, 1934 

7/31 

90.74 


(U.H 


1,620.18 


total Ch*LTt*d Off for tha Tmt 1934 


» 2.383.19 
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i 
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a»*BOig> afcsmrrr cokpamy, dcorporatxd 


<xm_ mn>iwm - mm . 


flCHaldB il D*i5« 

1 

i 

i 

Almtliloc 

i 

$ 2,146.69 

Printing tad Stationary 

577.09; 

foitagt 

763.15 ' 

Offlea Soppllaa and Kcpanaa 

335.28 j* 

Travallng Zsponaa 

163.80 ' 

Into Krpanaaa 

822.99’ 

i 

Lagal and Coart Coata 

1,049.34] 

Aaaoeiatlon Dnaa and 9abaorlptlona 

350.75 

Inditing 

275.00 

Talaphona and Talagrapb 

223.83 

fowl 

# 6,733.89 


i 

I 
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SEABOARD SECURITY CO., INC., VS. GUY T. HELVERING. 

! 

Endorsed: United States Board of Tax Appeals 
Filed Dec 30 1940 

United States Court of Appeals for the District of Columbia 

No.- i 

(Board of Tax Appeals Docket No. 98,376) | 

Seaboard Security Company, Incorporated, 
Petitioner on Review 


v. I 

Commissioner of Internal Revenue, 
Respondent on Review 

Designation of Record j 

To the Clerk of the United States Board of Tax Appeal^: 

You will please prepare and within forty days from thp 
date of the filing of the petition for review in the above 
stated case, transmit to the Clerk of the United States 
Court of Appeals for the District of Columbia certified 
copies of the following documents: 

1. The docket entries of proceedings before the United 
States Board of Tax Appeals in the above entitled case. 

2. Pleadings before the Board. 

3. Memorandum Findings of Fact and Opinion, and Def- 
cision of the Board. 

4. Petition for Review and Assignments of Error. 

5. Reporter’s Minutes, verbatim, pages 2 to 21, both inj- 
elusive. 

6. Petitioner’s Exhibits 1, 2, 3 and 5 and Respondent’s 
Exhibit A. 

The foregoing to be prepared, certified, and transmitted 
as required by law and the rules of the United 
61 States Court of Appeals for the District of Columbia^ 

NORMAN B. FROST, j 

723 15th Street, N. W. 

Agreed to 12.28.40 

J P WENCHEL 
w 

Counsel Bureau of Internal Revenue . 
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62 United States Board of Tax Appeals 

Washington 
Docket No. 98376 

Seaboard Security Company, Inc., Petitioner, 

v. 

Commissioner of Internal Revenue, Respondent. 

Certificate 

I, B. D. Gamble, clerk of the U. S. Board of Tax Appeals, 
do hereby certify that the foregoing pages, 1 to 61, inclu¬ 
sive, contain and are a true copy of the transcript of record, 
papers, and proceedings on file and of record in my office 
as called for by the Praecipe in the appeal (or appeals) as 
above numbered and entitled. 

In testimony whereof, I hereunto set my hand affix the 
seal of the United States Board of Tax Appeals, at Wash¬ 
ington, in the District of Columbia, this 23d day of Jan¬ 
uary, 1941. 

B D GAMBLE 

t 

(Seal) Clerk, United States Board of Tax Appeals. 

Endorsed on Cover: No. 7816 Seaboard Security Co., 
Inc., Petitioner, vs. Helvering. United States Court of Ap¬ 
peals for the District of Columbia Filed Jan 24 1941 
Joseph W. Stewart, Clerk 
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IN THE 

United States Court of Appeals j 

FOE THE DISTRICT OF COLUMBIA 

i 

i 

October Term, 1941. 


No. 7816 


SEABOARD SECURITY COMPANY, 
INCORPORATED, Appellant, 


GUY T. HELVERING, COMMISSIONER OF 
INTERNAL REVENUE, Appellee. 


BRIEF FOR APPELLANT. 


JURISDICTIONAL STATEMENT. 

This is an appeal from a decision of the United States 
Board of Tax Appeals, pursuant to Section 1001 of the Rev¬ 
enue Act of 1926, as amended by Section 603 of the Revenuie 
Act of 1928 and Section 1101 of the Revenue Act of 1932. 

PROCEEDINGS BELOW. 

The Commissioner of Internal Revenue levied a defi¬ 
ciency assessment against appellant in the total amount ojf 
$4,081.30 on account of income surtaxes and penalties fot 
the calendar year 1934, because of appellant’s alleged statub 
as a personad holding company under Section 351 of th^ 
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Revenue Act of 1934. Appellant filed its petition for relief 
with the United States Board of Tax Appeals. The Board 
affirmed the assessment, and this appeal results. 

STATUTE INVOLVED. 

Revenue Act of 1934, Section 351. 

Surtax on Personal Holding Companies. 

“(a) Imposition of Tax.— There shall be levied, col¬ 
lected, and paid, for each taxable year, upon the undistri¬ 
buted adjusted net income of every personal holding com¬ 
pany a surtax equal to the sum of the following: 

(1) 30 per centum of the amount thereof not in ex¬ 
cess of $100,000; plus 

(2) 40 per centum of the amount thereof in excess of 

$ 100 , 000 . 

(b) Definitions. —As used in this title— 

(1) The term ‘personal holding company’ means any 
corporation (other than a corporation exempt from taxa¬ 
tion under section 101, and other than a bank or trust com¬ 
pany incorporated under the laws of the United States or 
of any State or Territory, a substantial part of whose busi¬ 
ness is the receipt of deposits, and other than a life-insur¬ 
ance company or surety company) if—(A) at least 80 per 
centum of its gross income for the taxable year is derived 
from royalties, dividends, interest, annuities, and (except 
in the case of regular dealers in stock or securities) gains 
from the sale of stock or securities, and (B) at any time dur¬ 
ing the last half of the taxable year more than 50 per centum 
in value of its outstanding stock is owned, directly or indi¬ 
rectly, by or for not more than five individuals.” 

APPELLANT’S STATEMENT OF FACTS. 

Factually, with the exception that appellant in this case 
operated in the State of Georgia, where the law pertaining 
to operation of small loan companies, unlike the Tennessee 
statute, does not make an apportionment of the total charges 
as between interest and fees for services, this case is the 
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same as that of Seaboard Small Locm Corporation v. Com¬ 
missioner, No. 7815, wherein appellant’s brief has been con¬ 
temporaneously filed. Appellant’s methods of doing busi¬ 
ness, the services rendered borrowers, the personnel em¬ 
ployed to perform those services, the company’s loss Ex¬ 
perience, etc., were all the same as those of Seaboard Small 
Loan Corporation. (R. 25-28.) The two cases were tried at 
the same time, and it was stipulated that all testimony of| a 
general nature taken in the Seaboard Small Loan case 
might be considered as applicable in the instant proceeding. 
(R. 24.) 

In view of the above, instead of repeating the various 
statements of fact and the legal arguments contained in tljie 
Seaboard Small Loan Corporation brief, appellant refers 
to and adopts that brief, with the exceptions and modifica¬ 
tions hereinafter noted. 

Seaboard Security Company was organized in 1925, arid 
its stock ownership is substantially the same as that of Sea¬ 
board Small Loan Corporation. Appellant’s business, how¬ 
ever, was confined to a single office, located in Atlanta, 
Georgia, and it operated under the small loan law of that 
State, enacted August 16, 1920, the pertinent portion of 
which is as follows: 

Section 13. Every person, co-partnership or corpora¬ 
tion licensed hereunder may loan any sum of mone^ 
not exceeding in amount three hundred dollars 
($300.00) and may charge, contract for and receive 
thereon interest at a rate not to exceed three and one- 
half (3*4) per centum per month. Interest shall not bb 
payable in advance or compounded and shall be comj- 
puted on unpaid balances. In addition to the interest 
herein provided for, no further or other charge, or 
amount whatsoever for any examination, service, brok r 
erage, commission or other thing or otherwise shall bb 
directly or indirectly charged, contracted for or rej- 
ceived, except the lawful fees, if any, actually ana 
necessarily paid out by the licensee to any publii 
officer for filing or recording in any public office an^ 
instrument securing the loan which fees may bo 
collected when the loan is made or at any time there! 


i 

i 

i 

i 
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after. If interest or charges in excess of those per¬ 
mitted by this Act shall be charged, contracted for or 
received the contract of loan shall be void and the li¬ 
censee shall have no right to collect or receive any prin¬ 
cipal, interest or charges whatsoever. No person shall 
owe any licensee as such at any time more than three 
hundred dollars ($300.00) for principal. 

Section 14. Every licensee shall: deliver to the bor¬ 
rower at the time the loan is made a statement in the 
English language showing in clear and distinct terms 
the amount and date of the loan and of its maturity, 
the nature of the security, if any, for the loan, the name 
and address of the borrower and of the licensee, and 
the rate of interest charged. Upon such statement 
there shall be printed in English a copy of Section 
Thirteen (13) of this Act. Give to the borrower a plain 
and complete receipt for all payments made on account 
of any such loan at the time such payments are made. 
Upon repayment of the loan in full mark indelibly 
every paper signed by the borrower with the word 
“paid” or “cancelled” and release any mortgage, re¬ 
store any pledge, cancel and return any note and can¬ 
cel and return any assigiment given by the borrower 
as security. 

It will be seen from Section 13 of the Georgia Act, that 
the total fees of 3M> per cent per month are to cover ex¬ 
aminations, service, filing and recording fees, etc. 

For convenience, a copy of the loan contract uniformly 
used by appellant in its operation is copied herein: 

“$. Atlanta, Ga..,193.. 

FOR VALUE RECEIVED,.the undersigned, 

or either of us, jointly and severally, promise to pay SEA¬ 
BOARD SECURITY COMPANY, Incorporated, 308-9-10- 
11-12 William-Oliver Building, Atlanta, Georgia, or order, 


the sum of .Dollars 

Said sum to be paid as follows : 

in.equal monthly installments of $. 


payable on the .day of each month after date 

hereof, with interest at the rate of.per centum 
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per month on unpaid balance of principal until fully 
paid, payable monthly when the installments of prin¬ 
cipal is due, and should default be made in the payment 
of any of the said installments, or of interest when dijie, 
then the whole of said principal sum, or as much thereof 
as may remain unpaid, shall become due and payable 
at once, with interest at the rate provided for a'bo^e. 
And failure of the holder hereof to proceed to collect 
under this provision shall not be deemed a waiver i>f 
this clause, but the holder hereof is expressly permitted 
to extend the time of payment to the principal or any 
other party hereto without releasing any of us. Ea£h 
of us, whether principal, security, guarantor, endorser, 
or other parties hereto, hereby severally waive and re¬ 
nounce each for himself and family, any and all home¬ 
stead or exemption rights either of us or the family bf 
either of us, may have under or by virtue of the con¬ 
stitution or laws of Georgia, or any other State or the 
United States, as against this debt or any renewal 
thereof and each further waive demand, protest and no¬ 
tice of demand, protest and non-payment. Given un¬ 
der the hand and seal of each party.” 


For the reasons set forth at large in brief filed in No. 7815, 
Seaboard Small Loan Corporation v. Commissioner, it is 
submitted that the decision of the Board of Tax Appeals 
should be reversed and judgment entered for appellant, j 

Respectfully submitted, 

Norman B. Frost, 

Frederic N. Towers, 

725 15th Street, N. W., ; 

Attorneys for Appellant 
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